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PREFACE 


This  report  presents  the  analysis  and  recommendations  of  a  re- 
search project  conducted  for  the  Health  Care  Financing  Administration 
of  DHEW  to  review  the  problems  in  Medicaid  eligibility  policy  and 
procedures  and  to  propose  alternative  reforms  to  correct  such  problems. 
The  study  was  conducted,  and  the  report  written,  by  members  of  Urban 
Systems  Research  and  Engineering,  Inc. 

Ms.  Marilyn  Rymer  was  the  Project  Director.   Ms.  Gene  Oksman  was 
the  Task  Leader  for  the  Administrative  Analysis.   Ms.  Judith  Dernburg 
was  the  Task  Leader  for  the  Equity/Incentive  Analysis.   Dr.  Lawrence 
Bailis  was  the  Task  Leader  for  the  development  of  the  Reform  Packages. 

Ms.  Pat  Benner  and  Mr.  Ronald  Margolis  participated  in  the  site 
visits  to  States  and  in  documenting  the  study  findings.   Ms.  Marilyn 
Shickell  managed  the  production  of  all  study  reports.   Ms.  Claire 
Nivola  designed  the  report  cover. 

A  separate  volume  contains  the  Methodology  for  Estimating  the  Cost 
of  Changes  to  Medicaid  Eligibility  Policy.   Mr.  David  Ellwood  was  the 
author  of  that  report  in  conjunction  with  his  responsibility  as  Task 
Leader  for  Cost  Estimation  on  the  project. 

The  project  is  indebted  to  the  many  State  and  local  staff  involved 
in  Medicaid  eligibility  who  contributed  their  observations  and  ideas  to 
the  study  team.   States  participating  in  the  study  included:   Alabama, 
Illinois,  Missouri,  New  York,  North  Dakota,  Oklahoma,  Oregon,  West 
Virginia,  and  Wisconsin. 

Finally,  particular  credit  should  be  given  to  Mr.  Edward  Neuschler 
who  served  as  the  Government  Project  Officer  throughout  the  study  and 
made  many  substantive  contributions  to  this  Final  Report.  Ms.  Joyce 
Jackson  and  Ms.  Mary  Kenesson  of  the  Eligibility  Unit  of  the  Medicaid 
Bureau  also  provided  considerable  guidance  and  support  to  the  project 
team.  Given  the  complexity  in  Medicaid  eligibility  policy  and  opera- 
tions ,  this  study  would  never  have  been  possible  without  the  continu- 
ous assistance  of  these  three  individuals . 


EXECUTIVE  SUMMARY 


Between  1968  and  1976,  Medicaid  expenditures  rose  from  $3.5 
billion  to  $14  billion.   During  the  same  time,  the  number  of 
Medicaid  recipients  rose  from  11.5  million  to  about  24  million. 
If  there  had  been  no  increase  in  recipients,  Medicaid  costs  in 
1976  would  have  stood  at  only  $6.6  billion  even  allowing  for  all 
the  growth  in  medical  prices  and  utilization.   Eligibility  poli- 
cy, then,  should  be  of  critical  concern.   Yet  many  people  who 
claim  to  be  knowledgeable  about  Medicaid  are  surprisingly  ignor- 
ant about  two  of  its  most  important  aspects — who  is  eligible  and 
how  that  eligibility  is  determined. 

Medicaid  is  one  of  the  most  significant  public  transfer  pro- 
grams available  to  poor  people.   With  rising  medical  costs,  eli- 
gibility for  Medicaid  is  often  more  valuable  than  cash  assis- 
tance.  Yet  getting  on  Medicaid  can  be  a  nightmare  of  red  tape 
and  regulations.   Public  understanding  of  Medicaid  eligibility 
requirements  is  hampered  because  the  requirements  vary  so  by 
State  and  by  type  of  applicant.   The  rules  are  even  more  complex 
than  those  used  in  cash  assistance.   And  the  complaints  do  not 
end  with  program  applicants  and  recipients.   State  and  local 
staff  also  complain  that  Medicaid  eligibility  determination  is  an 
administrative  "chamber  of  horrors." 

What  is  it  about  Medicaid  policy  that  arouses  confusion  and 
frustration  from  recipients  and  staff  alike?  What  in  the  policy 
is  unfair?  And  what  procedures  are  largely  unworkable? 

This  study,  sponsored  in  1976  by  the  Department  of  Health, 
Education  and  Welfare  (DHEW) ,  was  directed  to  answer  such  ques- 
tions and  to  recommend  a  series  of  alternative  reforms  to  remedy 
the  policy  and  administrative  problems  plaguing  Medicaid  eligi- 
bility.  The  reforms  stop  short  of  what  most  people  call  National 
Health  Insurance;  instead,  the  focus  is  on  minor  to  major  changes 
which  can  be  made  to  Medicaid. 


SUMMARY   OF    FINDINGS 


•     Medicaid  eligibility  policy  does  not  en- 
courage  recipients   to  work,    does  not  promote 
family   stability ,   and  encourages   unnecessary 
institutionalization. 

0     Medicaid  eligibility  policy  is   unfair  and 

inequitable . 

I 

—  Many  poor  people  who  need  medical 

assistance  cannot  become  eligible 
for  Medicaid . 

—  Medicaid  rules  often   cause   two 
applicants   with  identical   income 

and   assets    to  be   treated  differently ; 
one  will   be  eligible  for  all   Medi- 
caid benefits   and   the  other  will   be 
totally   ineligible . 

—  There   are   extreme   interstate  differ- 
ences  in   coverage   groups   and  finan- 
cial   eligibility  levels. 

0  Medicaid  eligibility  policy  is  so  complex 
and  administratively  unworkable  that  many 
States  modify,  or  simply  ignore,  numerous 
Federal   policies . 

0     Responsibility  for  determining  Medicaid 
eligibility  for   the  aged,   blind,    and  dis- 
abled is  split  between   the  Social   Security 
Administration   and   the  States.      This   frag- 
mentation leads    to: 

—  inconsistent  and  inappropriate  poli- 
cies , 

--   frequent  long  delays   in  certifying 
Medicaid  eligibility , 

—  wasteful   duplication  of  effort,   and 

—  undue  confusion   to  recipients . 

It  is  one  of  the  major  causes  of  the  problems 
in  Medicaid  eligibility   today. 

(continued) 
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(Summary  of  Findings   continued) 

9     Other  causes   of   the  problems   in   the 
Medicaid  eligibility   system  are: 

—  Medicaid  is  required  to  follow  basic 
eligibility  policies  established  for 
the  cash   assistance  programs. 

—  "Workability"   or  administrative  feasi- 
bility has  been  of  minor  concern  in   the 
establishment   of  eligibility  policy. 
State  and  local   input   to  Federal   policy 
development  has  been  minimal . 

—  Legislation   directed  at   other  programs 
and  human  needs   is   enacted  without 
considering  effects   on  Medicaid  eli- 
gibility. 

—  Policies   change   too  often. 

—  Federal   financial   support   for  State 
administrative  improvements   is   inade- 
quate and   too  restrictive.      Sanctions 
are  ineffective . 

--   Too  few  Federal   resources   are  allocated 
for  policy   interpretation  and  dissemina- 
tion,   monitoring,    and   technical   assis- 
tance  to  States. 

•  Several   immediate  administrative  changes 
can  alleviate  some  of  the  current   opera- 
tional  problems ,   but   other  problems   would 
remain . 

•  More  substantial   reform  requires   several 
decisions   and  judgments : 

—  Should  Medicaid-only   eligibility  con- 
tinue  to  be  closely   linked   to  cash 
assistance? 

—  Should  eligibility   criteria  be  more   uni- 
form across   States,    or  should  States  have 
more   flexibility  in  structuring  their 
programs ? 

—  Is  major  legislative  change  feasible? 

•  Whatever  reform  direction  is  chosen,    a   clear 
understanding  of  the  nature  and  causes   of  to- 
day's Medicaid  eligibility  problems   is   crucial 
as  policymakers   consider  welfare  reform  and 
national   health  insurance . 
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MEDICAID  POLICY  IS  UNFAIR  AND  CREATES  ADVERSE  INCENTIVES 

A  summary  cannot  reflect  the  number  and  scope  of  inequi- 
ties and  disincentives  in  Medicaid  eligibility  policy.   Medi- 
caid has  all  the  problems  faced  by  the  cash  programs  plus  its 
own.   For  example,  interstate  variation  in  AFDC  and  State  sup- 
plementation to  SSI  seems  minor  compared  to  the  extreme  differ- 
ences among  States  in  Medicaid  coverage. 

The  following  key  aspects  of  Medicaid  eligibility  policy 
demonstrate  the  kinds  of  problems  which  exist. 


The  Gain  of  $1  in  Income  Can  Mean  the  Loss  of  Hundreds  of 
Dollars  Worth  of  Medical  Care 


The  most  significant  decision  a  State  makes  in  its  Medi- 
caid program  is  whether  or  not  to  cover  the  medically  needy. 
The  absence  of  a  medically  needy  program  results  in  one  of  the 
most  controversial  and  well-known  inequities  in  State  Medicaid 
programs--one  family  receives  full  Medicaid  coverage  while 
another  with  as  little  as  $1  additional  income  cannot  qualify. 
This  phenomenon,  called  the  "Medicaid  notch,"  is  extremely  sig- 
nificant to  affected  families,  because  losing  cash  assistance 
eligibility  means  the  loss  of  several  hundreds  of  dollars  worth 
of  medical  protection.   The  "Medicaid  notch"  exists  because,  in 
those  States  which  do  not  cover  the  medically  needy,  medical 
expenses  may  not  be  deducted  from  income  in  order  to  establish 
eligibility;  if  income  exceeds  the  cash  assistance  standard,  an 
applicant  is  ineligible,  regardless  of  the  amount  of  his/her 
medical  bills. 


In   a   State  without   a  medically  needy  program, 
two  disabled  men    (Mr.    Smith  and  Mr.    Elkins)    live 
in   the  same  boarding  house.      Mr.    Smith  has   unearned 
income  of  $200.      This  makes  him  ineligible  for  SSI 
and  Medicaid  since  his   income  less   the  standard  $20 
disregard  is   greater   than   the  SSI  payment  level   of 
$178    ($200-$20=$180) .      Mr.    Elkins  has   $190   in   un- 
earned income  and  receives   $8   a  month   from  SSI 
($190-$20=$170)  .      He   therefore  is   fully  covered  by 
Medicaid .      Even   though  Mr.    Smith's  medical   needs 
are   considerably   greater   than  Mr.   Elkins',   Mr. 
Smith   gets  no  medical    coverage  at   all    from  the 
State. 


Twenty-one  States  do  not  have  medically  needy  programs 
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Medicaid  Eligibility  Policy  Penalizes  Working  Families 

A  second  type  of  notch  exists  in  States  which  have  a  medi- 
cally needy  program.   Because  the  earned  income  disregard  ($30 
and  1/3)  used  for  AFDC  cash  recipients  is  not  used  for  AFDC- 
related  medically  needy  recipients,  and  because  the  medically 
needy  income  level  by  law  cannot  exceed  133  1/3%  of  the  highest 
AFDC  payment,  AFDC  recipients  who  earn  their  way  off  cash  al- 
ways skip  over  the  medically  needy  level  as  well.   In  order  to 
remain  eligible  for  Medicaid,  such  families  must  spend  down  to 
an  income  level  well  below  the  gross  income  they  had  while  on 
AFDC.   Further,  every  additional  dollar  such  a  family  earns 
must  go  to  the  spend-down  liability,  i.e.,  be  spent  on  medical 
care,  if  Medicaid  eligibility  is  to  be  maintained.   Without 
question,  this  100%  benefit  reduction  rate  creates  significant 
disincentives  for  work . 


Mrs.   Arnold  and  her   three  children  are   eli- 
gible for   the  medically  needy  program  in  State 
X.      Medicaid  coverage  is  important   to  Mrs. 
Arnold  because  she  and  her  children  are  dia- 
betics.     However,    to  qualify  for  Medicaid,   Mrs. 
Arnold  must    spend-down   $600   every  six  months. 
Mrs.   Arnold's   income  from  work  is   $400  a  month 
and   the  State's  medically  needy  level    is   $250. 
She  gets  to  deduct  $50  a  month  for  work  expen- 
ses.     Every  dollar  above   $300   that  Mrs.   Arnold 
earns  has   to  be  paid   toward  her  spend-down 
liability .      She  is  offered  a  job  with  more  pay 
but  decides  not   to   take  it  since  she  would  not 
get   to  keep  any  of  the  extra  money. 


Medicaid  Encourages  Unnecessary  Institutionalization 

The  Medicaid  program  should  promote  the  rehabilitation  and 
independence  of  recipients.   Yet  SSI's  policy  (and  thus  Medi- 
caid's policy  in  most  States)  on  relatives'  responsibility  en- 
courages rather  than  discourages  institutionalization. 

Under  SSI,  income  is  "deemed"  to  be  mutually  available  be- 
tween spouses  only  so  long  as  they  live  in  the  same  household. 
When  applied  to  institutionalization,  this  means  that  a  spouse's 
income  is  not  deemed  available  to  an  applicant  who  is  institu- 
tionalized in  a  medical  facility  for  longer  than  one  month. 


Because  of  this  policy,  even  wealthy  spouses  can  get  Medi- 
caid coverage  for  an  infirm  spouse  in  a  medical  institution;  the 


income  and  resources  of  the  spouse  at  home  will  not  be  consid- 
ered in  the  eligibility  determination  process .   This  policy  has 
a  similar  impact  on  parents  with  disabled  children.   Clearly, 
the  policy  creates  strong  incentives  to  institutionalize  an 
elderly  spouse  or  disabled  child  in  order  to  reduce  the  finan- 
cial burden  upon  the  family. 


Mr.    and  Mrs.   Hopper  live  on  his  pension  of 
$850  per  month.      Mrs.    Hopper  has  had  a  stroke 
and  is   permanently  disabled.      Upon  advice  of  his 
physician  and  his  attorney,   Mr.    Hopper  puts  her 
in  an  intermediate  care   facility .      After  one 
month,   Mr.   Hopper  is  no  longer  responsible  for 
her,    and  Mrs.    Hopper  becomes   eligible  for  SSI 
benefits   and  Medicaid. 


Eligibility  policies  like  deeming  often  are  developed 
without  considering  their  impact  on  the  institutionalized.   If 
one  considers  only  numbers  of  recipients,  this  approach  is 
justified;  only  six  percent  of  recipients  receive  long  term 
care.   But  in  terms  of  dollars  expended,  this  approach  is  mis- 
directed; over  forty  percent  of  all  Medicaid  dollars  are  now 
spent  on  institutionalized  persons.   Medical  payments  for  in- 
stitutionalized aged  persons  exceed  SSI  cash  payments  to  all 
aged  persons.   Thus,  trying  to  piggyback  Medicaid  eligibility 
policy  for  institutionalized  persons  onto  the  rules  used  for 
the  cash  programs  is  short-sighted. 


Many  People  Mho  Need  Medical  Care  Cannot  Become  Eligible 
Because  of  Medicaid's  Categorical  Approach 

Even  if  a  State  has  a  medically  needy  program,  just  being 
poor  will  not  make  people  eligible  for  Medicaid.   Because  Medi- 
caid uses  the  "categorical  approach"  of  the  cash  assistance  pro- 
programs,  significant  numbers  of  the  poor  population  have  no 
way  to  qualify  for  Medicaid  benefits.   These  include  working- 
age  adults  with  no  children  and  two-parent  families  in  most 
States.   It  is  one  thing  to  decide  that  such  families  and  per- 
sons will  not  be  eligible  for  cash  assistance,  but  it  is  quite 
another  to  exclude  them  from  medical  care. 
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A  child  needs  a  back  brace  and  continuous 
medical  services   for  several   years   to  correct  a 
slight  curvature  of  the  spine.      He  is  one  of 
three  children.      Both  parents  work  full-time, 
but  their  annual  income  amounts   to  $7,000.      Un- 
less  the  State  in  which  they  live  has  a  medical 
assistance  program  for  low-income  children  under 
twenty-one  years  of  age,    there  is  no  way   this 
child  could  become  eligible  for  Medicaid .      Only 
sixteen  States   and  the  District  of  Columbia  have 
this  program.      In  all   other  States,    the  child 
can  be  covered  only  if  the  father  deserts. 


Adults  also  suffer  from  the  categorical  approach.   Unless 
a  single,  poor,  working-age  adult  is  so  disabled  that  (s)he  is 
likely  to  die  or  to  be  severely  incapacitated  for  at  least  a 
year,  there  is  no  chance  for  Medicaid  eligibility.   Even  though 
the  primary  objective  of  the  Medicaid  legislation  is  "rehabili- 
tation," the  actuality  is  that  poor  adults  who  need  short-term 
medical  care  to  become  healthy  and  productive  are  out  of  luck. 


A  woman  with  a  severe  skin  condition  was 
told  by  her  doctor  that  she  could  be  cured  with 
corrective   treatment.      However,   SSA  denied  her 
disability  application  because  her  condition  is 
treatable.      Thus,    the  woman  faces  a    "Catch-22" 
situation:      she  cannot  become  eligible  for  Medi- 
caid because  her  disability  can  be  corrected, 
yet  without  medical   assistance,   she  cannot  af- 
ford the  medical   care   to  remove  the  disability . 
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MEDICAID  ELIGIBILITY  IS  AN  ADMINISTRATIVE  NIGHTMARE 


State  fact-finding  reviews  by   eligibility 
staff  from  HEW' s  Medicaid  Bureau,   which   specifi- 
cally focused  on  Medicaid  policy,    identified  108 
possible  compliance  issues  in   fourteen  States. 
A  recent  GAO  audit   report   on  Medicaid  states 
that  between  October  1969   and  September  1974 
there  were   2,300  reported  instances  of  non-com- 
pliance   (1,100  separate  issues)    in   the  Medicaid 
program. 


The  equity  and  incentive  problems  in  Medicaid  are  at  times 
dwarfed  by  the  administrative  difficulties  in  eligibility  deter- 
mination.  It  is  not  possible  to  review  here  all  the  adminis- 
trative problems  in  the  Medicaid  eligibility  determination  pro- 
cess.  The  few  examples  given  below  should  convey  the  flavor  of 
the  administrative  chaos  that  exists  at  the  State  and  local 
level  in  their  attempts  to  apply  Federal  law  and  regulations. 


Federal  Regulations  for  Medicaid  Eligibility  Are  Incomprehen- 
sible 

A  Federal  judge  made  these  comments  following  a  recent 
Medicaid  court  case: 


As  program  after  program  has  evolved,  there 
has  developed  a  degree  of  complexity  in  the  Social 
Security  Act  and  particularly  the  regulations 
which  makes  them  almost  unintelligible  to  the  un- 
initiated.  There  should  be  no  such  form  of  refer- 
ence as  "45  C.F.R.  248.3(c) (1) (ii) (B) (2)"  dis- 
cussed below;  a  draftsman  who  has  gotten  himself 
into  a  position  requiring  anything  like  this 
should  make  a  fresh  start.   Such  unintelligibility 
is  doubly  unfortunate  in  the  case  of  a  statute 
dealing  with  the  rights  of  poor  people.* 


The  Federal  regulations  on  Medicaid  eligibility  often  con- 
fuse rather  than  clarify  Federal  law  and  policy.   The  format  and 
style  is  extremely  confusing;  long,  rambling  sections  and  exten- 
sive cross-referencing  make  it  difficult  for  one  to  grasp  the 


*Friedman  vs.  Berger,  New  York,  28080,  1976 
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flow  of  a  policy  statement.   This  problem  is  compounded  by  the 
lack  of  section  headings  and  the  inadequate  indexing.   The  un- 
intelligibility  of  the  regulations  heightens  the  frustrations 
States  feel  in  trying  to  administer  the  Medicaid  program. 

Because  the  Federal  law  and  regulations  are  so  poorly 
written,  Medicaid  eligibility  policy  is  open  to  considerable 
interpretation.   If  this  lack  of  clarity  were  designed  to  give 
States  leeway  in  policy  implementation ,  then  perhaps  it  would 
not  be  a  great  problem.   However,  the  regulations  are  frequently 
interpreted  quite  specifically  by  Federal  authorities  and  in  the 
courts.   Consequently,  much  State  and  Federal  staff  time  is  ex- 
pended interpreting  and  reinterpreting  Federal  regulations. 
Lacking  clear  guidance  from  the  regulations,  States  often  imple- 
ment Federal  policy  incorrectly;  policy  interpretations  vary 
among  regions,  States,  counties,  and  eligibility  workers,  caus- 
ing even  more  inequities. 


Federal  Policy  for  Medicaid  Eligibility  Is  Often  Unworkable 

Not  only  is  Federal  Medicaid  policy  difficult  to  under- 
stand, but  also  much  of  it  is  so  complex  as  to  be  unworkable. 
The  steps  involved  in  figuring  out  whether  an  applicant  is  eli- 
gible are  often  unclear.   The  most  troublesome  areas  include: 

•  determining  spend-down  cases, 

•  establishing  the  medically  needy  level, 

•  determining  eligibility  for  retroactive  coverage, 

•  treatment  of  income  and  resources, 

•  pursuit  of  third  party  liability, 

•  determining  residency,  and 

•  determining  eligibility  for  extended  coverage. 

States  are  not  complying  with  many  of  the  requirements  in 
these  areas  simply  because  they  do  not  understand  them  clearly 
or  because  the  requirements  are  administratively  infeasible. 
Some  requirements  cause  a  great  deal  of  confusion  and  are  a 
waste  of  workers'  time.   Often  there  is  just  no  simple  way 
to  carry  out  the  eligibility  determination  process . 

Administrative  ease  of  implementation  has  never  been  a 
major  concern  in  developing  Medicaid  policy.   Generally,  the 
major  concern  in  Congressional  policymaking  has  been  to  achieve 
equity  or  create  certain  incentives.   Often,  the  administrative 
problems  created  by  such  policies  far  outweigh  the  benefits 
they  provide. 
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Severe  Understaf fing  Compounds  Medicaid's  Administrative  Problems 

Because  Medicaid  policy  is  complex  and  difficult  to  imple- 
ment, nothing  is  more  important  to  the  succcess  of  the  program 
than  an  adequate  number  of  well-trained  and  qualified  staff. 
Yet  the  administration  of  Medicaid  eligibility  has  been  a  low 
priority  at  every  level  of  the  program,  from  HEW's  Central  Office 
to  State  and  local  Medicaid  agencies.   There  are  not  enough  staff 
who  understand  Medicaid  eligibility  well  at  any  level;  further- 
more, little  incentive  exists  for  States  to  change  the  situation 
because  of  the  matching  rate  for  program  administration.  Medi- 
caid eligibility  workers  in  many  States  have  extremely  low  pay, 
high  caseloads,  and  no  career  potential  in  their  jobs. 

At  the  Federal  level,  there  are  only  five  Medicaid  eligibil- 
ity specialists  to  respond  to  the  continuous  requests  for  tech- 
nical assistance  from  the  States,  to  develop  policy  interpretive 
materials,  to  write  the  Medicaid  regulations,  to  perform  eligi- 
bility training,  and  to  conduct  State  eligibility  reviews.   Com- 
pared to  the  number  of  eligibility  specialists  in  other  transfer 
programs,  Medicaid  is  severely  understaffed,  despite  its  com- 
plexity and  the  billions  of  dollars  involved. 


Lack  of  Coordination  Between  SSI  and  Medicaid  Has  Tremendously 
Complicated  Medicaid  Eligibility  Administration  for  the  Aged, 
Blind,  and  Disabled 

On  January  1,  1974,  funding  and  administrative  responsi- 
bility for  basic  cash  assistance  to  the  aged,  blind,  and  dis- 
abled was  removed  from  State  agencies  and  placed  at  the  Federal 
level  in  the  Social  Security  Administration.   The  administration 
of  Medicaid,  however,  remained  the  responsibility  of  the  States, 
and  States  continued  to  assume  major  fiscal  responsibility  for 
Medicaid.   This  division  of  responsibility  has  caused  tremendous 
problems  for  Medicaid  program  administration. 


Conversion   to  SSI  complicated  Medicaid  for   the 
aged,   blind,    and  disabled.      Before   the  SSI  program 
went   into  effect,    all   aged,   blind,    and  disabled 
cash  assistance  recipients  were  automatically   eli- 
gible for  Medicaid.      With  SSI,    States   were   given 
three  options  with  regard  to  Medicaid  eligibility . 
Twenty-eight  States  now  make  Medicaid  eligibility 
automatic  for  all   persons  determined  eligible  for 
SSI;    seven  States   use  SSI  criteria   in  determining 
eligibility  but   they  require  a  separate  application 
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for  Medicaid;    and  fifteen  States   require  a  sep- 
arate application  for  Medicaid  and  use  different 
eligibility  criteria  from  SSI.      These  different 
options   cause  greater  inequities   among  States   in 
in   their  Medicaid  coverage,   and  Medicaid  eligi- 
bility is   even  more  complex  to  administer  and 
even  more  confusing  to  recipients . 


Regardless  of  which  option  a  State  uses,  all  State  Medi- 
caid agencies  are  largely  dependent  on  the  Social  Security  Ad- 
ministration for  decisions  regarding  cash  assistance  and  cate- 
gorical eligibility.   However,  a  lack  of  coordination  between 
SSA  and  States  results  in  frequent  duplication  of  effort  be- 
tween the  two  agencies.   Often  States  do  not  receive  timely  and 
accurate  information  from  SSI;  they  are  then  forced  to  require 
SSI  applicants  and  recipients  to  repeat  the  application  process 
for  Medicaid  purposes.   Disability  cases  are  particularly  a 
problem.   SSA's  disability  decisions  are  frequently  delayed, 
causing  State  Medicaid  agencies  to  go  ahead  and  make  disability- 
related  eligibility  decisions  (often  erroneously)  so  that  at 
least  Medicaid  services  can  be  provided. 


Much  confusion  between  SSA  and  State  Medi- 
caid programs  results  because  of  problems  with 
SSA's  State  Data  Exchange    (SDX)    system,    the  key 
information   transmittal   system  for  SSA.      The 
data   that  SSA  sends   to   the  States  on   the  SDX 
data  file  is  frequently  inaccurate,    untimely , 
and  difficult   to  decipher.      States  get  much  data 
they  do  not  need,   while  other  more  important 
types  of  information  are  not  included  in   the 
system  at  all.      Federal   and  State  Medicaid  staff 
are  also  poorly   trained  in  how  to   use   the  SDX. 
Since   the  SDX  is   the  main  source  of  information 
on   the  greatest   utilizers  of  Medicaid  services 
(i.e.,    adult  recipients) ,    the  SDX  should   contain 
exactly   the  data  State  Medicaid  agencies  need, 
and  States  should  receive   thorough   training  in 
how  to  use  it. 
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Coordination  problems  also  extend  into  the  policy  area. 
There  are  several  policy  conflicts  between  Medicaid  and  SSI. 
For  example,  conflicts  exist  in: 

•  how  each  agency  treats  deeming  and  relatives' 
responsibility , 

•  how  the  transfer  of  assets  prior  to  application 
is  handled, 

•  how  the  family  unit  is  defined, 

•  how  optional  supplements  by  the  States  to  the  basi^c 
SSI  grant  are  regarded, 

•  how  grandfathered  cases  are  treated,  and 

•  how  residency  is  handled. 


Poor  SSI/Medicaid  Coordination  Severely  Affects  Adult  Medicaid 
Recipients 

SSA  staff  are  inadequately  trained  in  how  Medicaid  works. 
Neither  are  Medicaid  personnel  sufficiently  familiar  with  SSI. 
Because  of  the  misunderstandings  on  both  sides,  the  quality  of 
referrals  is  generally  poor.   SSA  staff  cannot  explain  how  Medi- 
caid works  to  SSI  recipients,  so  that  frequently  recipients  do 
not  understand  how  to  use  their  Medicaid  cards.   Similarly, 
Medicaid  staff  often  are  confused  about  when  they  should  co- 
ordinate with  SSI  on  case  actions.   All  too  often,  aged,  blind, 
and  disabled  applicants  are  caught  between  the  two  systems,  not 
knowing  which  one  to  turn  to  for  what.   If  it's  not  clear  to  the 
staff  in  both  agencies  how  Medicaid  and  SSI  should  relate,  then 
it's  not  difficult  to  imagine  how  confused  recipients  can  be- 
come. 


In   twenty-two  States   all   SSI  recipients  have 
to  go   through  a  separate  application  process   for 
Medicaid.      In  all   States,   new  SSI  recipients 
must  file  separate  applications  with   the  Medicaid 
agency  if  they  want  retroactive  Medicaid  cover- 
age;   the  Medicaid  agency  also  handles  SSI  long 
term  care  cases   in   all    the  States.      Both  agencies 
are   then   involved  with   these  cases,    usually   to 
the  confusion  of  each  other  and   the  beneficiaries . 
Aged,   blind,   and  disabled  people  are  perhaps   the 
least  able   to  deal   with  two  agencies ,    especially 
when   they  must   travel    to  different  offices   to 
complete  application  forms. 
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Substantial  Non-Compliance  with  Federal  Eligibility  Policy 
Exists  Among  State  Medicaid  Programs 

With  the  enormous  administrative  problems  plaguing  the 
Medicaid  program — the  confusing  Federal  regulations,  the  many 
eligibility  provisions  which  are  totally  unworkable,  the  lack 
of  coordination  with  SSI,  and  the  inadequate  staffing — it 
should  not  be  surprising  that  many,  if  not  all,  States  are  out 
of  compliance  with  Federal  policy  on  a  number  of  issues.   One 
typical  example  is: 


In  August  1972,    a  major  increase  in   Title 
II  benefi ts  was   passed  by   Congress .      Congress 
also  decided   that  this  particular  increase 
should  not   cause  any  recipients   to  lose   their 
Medicaid  eligibility.      To   this   day,    all   States 
are  still   supposed   to  disregard  the  August 
1972  Social   Security  increase  when   determining 
current  Medicaid  eligibility  for  persons  who 
would  have  been  eligible  for  it  at   the   time. 
To   use   this  particular  disregard,   workers  must 
reconstruct   a  Medicaid  applicant's   eligibility 
status  in  August  1972.      Not  one  State  visited 
by  Medicaid  Bureau  or  USR&E  staff  over  the 
last  two  years   appeared  to  be  complying  with 
this   requirement. 


Rampant  non-compliance  in  Medicaid  eligibility  is  a  major 
administrative  problem  in  and  of  itself.   But  the  numerous  com- 
pliance issues  discovered  in  the  last  few  years  emphasize  both 
the  lack  of  adequate  Federal  guidance  and  monitoring  and  the 
fact  that  administrative  feasibility  has  rarely  been  considered 
when  policies  are  established. 
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THE  FIVE  REFORM  PACKAGES 

Medicaid  eligibility  needs  reform.   The  inequities,  ad- 
verse incentives,  and  administrative  chaos  must  be  addressed. 
But  there  is  little  agreement  on  several  basic  questions  about 
what  shape  reform  should  take: 

•  Should  Medicaid-only  eligibility  continue  to  be  closely 
linked  to  cash  assistance? 

•  Should  eligibility  criteria  be  more  uniform  across 
States,  or  should  States  have  more  flexibility  in 
structuring  their  program? 

•  Is  major  legislative  change  to  Medicaid  feasible, 
especially  with  all  the  attention  on  welfare  reform 
and  national  health  insurance  proposals? 

Literally  hundreds  of  specific  suggestions  for  "reforms" 
were  reviewed  in  the  course  of  this  study.   But,  because  of 
disagreement  over  the  basic  questions,  the  specific  suggestions 
were  often  contradictory.   To  capture  the  range  of  alternatives 
available  to  policymakers,  the  many  individual  suggestions  were 
organized  into  five  internally  consistent  packages,  each  of 
which  answers  the  basic  questions  in  a  different  way.   The  five 
reform  packages  are: 

A.  The  Administrative  Reform  Package; 

B.  Minor  and  Technical  Medicaid  Reforms; 

C.  Major  Cross-Program  Standardization; 

D.  The  Minor  State  Flexibility  Reform  Package;  and 

E.  Major  State  Flexibility  for  Medicaid. 

As  the  exhibit  on  the  next  page  shows,  these  reform  pack- 
ages lie  along  a  single  continuum,  ranging  from  "Major  Cross- 
Program  Standardization"  at  one  extreme,  to  "Major  State  Flexi- 
bility" at  the  other. 

Packages  B  and  C  envision  a  stronger  Federal  role  and  a 
more  uniform  program  across  States;  Package  D  and  E  allow 
States  themselves  to  try  to  solve  problems  which  have  not  ap- 
peared to  be  solvable  on  the  national  level.   However,  Package 
A,  The  Administrative  Reform  Package,  stands  alone  and  should 
be  implemented  regardless  of  the  direction  of  other  policy 
changes . 

The  following  discussion  describes  very  briefly  the  con- 
tent of  the  reform  packages.   An  item-by-item  listing  for  each 
package  is  included  at  the  end  of  this  summary.* 


♦Readers  of  the  full  report  volume  will  find  the  itemized 
packages  in  Chapter  6 . 
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A.   ADMINISTRATIVE  REFORM  PACKAGE 

This  package  focuses  on  an  assortment  of  administrative 
problem  areas  in  Medicaid  eligibility,  including  among  others: 

•  misunderstanding  at  all  levels  of  operation, 

•  poorly-written  Federal  regulations,  and 

•  lack  of  coordination  between  Medicaid  and  SSI. 

The  major  thrust  of  this  package  is  to  correct  those  aspects  of 
Medicaid  program  administration  which  are  acutely  in  need  of 
reform  but  do  not  require  significant  legislative  or  regulatory 
change.   The  reforms  in  this  package: 

—  Do  not  affect  the  policies  or  administration  of  the 
cash  assistance  programs, 

—  Will  not  result  in  significant  increases  in  program 
costs , 

—  Do  not  depend  upon  decisions  about  what  direction 
future  reforms  should  take, 

—  Will  require  additional  administrative  resources, 
--  Are  essentially  value-free,  and 

—  Are  the  least  difficult  to  implement  of  the  five 
reform  packages. 

This  reform  package  should  be  and  can  be  implemented  re- 
gardless of  whether  or  not  any  other  reforms  are  enacted. 


MINOR  AND  TECHNICAL  MEDICAID  REFORMS 


This  package  consists  of  a  series  of  relatively  minor 
amendments  to  Title  XIX  law  and  regulations  which  would  in- 
crease the  efficiency  of  administration  and  equity  of  the  pro- 
gram without  necessitating  major  legislative  or  regulatory 
change  in  Medicaid  or  the  cash  programs. 

The  specific  goals  of  this  package  are  to: 

—  Eliminate  certain  inequitable  eligibility  criteria, 

—  Amend  particularly  complex  and  dif ficult-to-administer 
Medicaid  eligibility  provisions,  and 

--  Increase  uniformity  in  Medicaid  coverage. 
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C.   MAJOR  CROSS-PROGRAM  STANDARDIZATION 

This  reform  package  consists  of  very  major  reforms  to  both 
the  cash  assistance  and  Medicaid  programs  which  would  achieve 
considerable  uniformity  in  Medicaid  coverage  across  programs 
and  across  States. 

By  substantially  changing  Titles  IV-A,  XVI,  and  XIX  of  the 
Social  Security  Act,  the  reforms  would  involve: 

—  Simplification  and  standardization  of  eligibility 
criteria  and  procedures  for  Title  XIX, 

—  Consolidation  and  standardization  of  eligibility  cri- 
teria and  procedures  across  all  major  transfer  programs, 
and 

—  Expansion  and  uniformity  of  Medicaid  coverage  groups. 

The  costs  of  this  package  would  be  substantial,  but  the 
changes  proposed  would  vastly  improve  the  equity  of  Medicaid 
eligibility  for  poor  people.   This  reform  would  help  move  pub- 
lic health  care  financing  closer  to  some  form  of  National  Health 
Insurance . 


D.   THE  MINOR  STATE  FLEXIBILITY  REFORM  PACKAGE 


Reform  Packages  B  and  C  would  tend  to  standardize  Medicaid 
nationwide  and  would  reduce  State  flexibility  in  implementing 
the  program.   More  uniform  standards,  however,  would  severely 
reduce  State  control  over  program  costs.   In  addition,  uniform 
national  programs  tend  not  to  be  responsive  to  particular  con- 
ditions in  each  State  or  to  special  needs  of  recipients. 

State  governments  are  closer  to  their  constituents  than  is 
the  Federal  government,  and  States  are  painfully  aware  that 
policy  cannot  be  implemented  without  workable  administrative 
procedures.   Therefore,  the  thrust  of  Packages  D  and  E  is  to 
simplify  and  improve  Medicaid  eligibility  by  giving  greater 
flexibility  to  the  States. 

In  Package  D,  the  basic  Federal/State  structure  of  the 
Medicaid  program  would  not  be  changed,  but  States  would  be 
given  greater  flexibility  in  certain  specific  areas  of  Medicaid 
eligibility  policy. 
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E.   MAJOR  STATE  FLEXIBILITY  FOR  MEDICAID 

This  reform  package  calls  for  a  radical  restructuring  of 
the  medically  needy  program.   Beyond  the  cash  assistance  popu- 
lation, States  would  be  free  to  establish  their  own  Medicaid 
eligibility  rules.   State  Medicaid  programs  would  be  required  to 
cover  all  cash  assistance  recipients  automatically,  and  Federal 
matching  for  this  group  would  be  unlimited  (as  at  present) .   For 
Medicaid  coverage  of  non-cash  recipients,  the  amount  of  Federal 
funds  available  to  each  State  would  be  limited  in  a  manner  simi- 
lar to  that  currently  used  for  Title  XX. 

I 

ABOVE  ALL  ELSE,  MEDICAID  REFORM  SHOULD  AVOID  THE  MISTAKES  OF  THE 
PAST 

Regardless  of  what  exact  changes  are  made  to  Medicaid  eli- 
gibility, there  are  major  lessons  to  be  learned  from  the  past 
ten  years  of  experience;  not  building  on  these  lessons  would  be 
the  worst  mistake  that  could  be  made  in  reforming  the  Medicaid 
system.   Three  points  seem  especially  worthy  of  mention. 

First,  the  cash  assistance  programs  should  not  continue 
setting  Medicaid  policy.   Medicaid  costs  now  exceed  SSI  and  AFDC 
combined.   At  a  minimum,  careful  attention  has  to  be  given  to 
the  impacts  of  any  change  in  cash  assistance  policy  for  the  Medi- 
caid program.   This  is  particularly  true  for  eligibility  policies 
which  may  affect  the  institutionalized.   Medicaid  has  to  be  of 
utmost  consideration  if  for  no  other  reason  than  cost. 

Second,  administration  and  the  "workability"  of  eligibility 
provisions  must  receive  due  attention.   Some  equity- related  re- 
forms may  not  be  worth  the  administrative  cost. 

Third,  States  should  be  in  on  the  planning  for  whatever 
changes  are  made.   In  the  past,  States  have  not  been  given  ade- 
quate opportunity  to  provide  input  to  Federal  Medicaid  policy. 
Many  problems  caused  by  eligibility  policies  could  possibly  have 
been  avoided  if  State  Medicaid  staff  had  been  more  involved  in 
the  policy  formulation. 

If  Welfare  Reform  becomes  a  reality  in  the  near  future, 
these  three  points  are  particularly  important.   Unfortunately, 
the  details  of  President  Carter's  Welfare  Reform  proposal  became 
available  too  late  to  be  considered  in  the  study.   However,  Wel- 
fare Reform  unquestionably  would  have  a  major  impact,  for  good 
or  bad,  on  Medicaid  eligibility.   And  it  would  be  a  shame  not  to 
have  learned  from  the  SSI  experience  that  Medicaid  implications 
must  be  explicitly  considered  whenever  eligibility  policy  is 
under  review. 
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CHAPTER  1 
INTRODUCTION 


There  is  a  certain  irony  in  the  fact  that  only  within  the 
last  few  years  has  any  real  attention  been  focused  on  the  issues 
and  problems  surrounding  Medicaid  eligibility.   It  has  seemed  at 
times  as  if  eligibility  has  been  the  stepchild  of  Medicaid,  caught 
somewhere  between  the  cash  assistance  "welfare"  programs  (from  which 
most  of  the  eligibility  requirements  come)  and  the  world  of  health 
care  (where  Medicaid  is  increasingly  a  major  factor) .   Eligibility 
for  Medicaid  entitles  recipients  in  most  States  to  a  comprehensive 
package  of  health  care  benefits,  benefits  more  liberal  than  those 
involved  in  most  major  medical  health  insurance  packages.   Yet  many 
people  who  would  claim  to  be  knowledgeable  about  the  Medicaid  pro- 
gram are  surprisingly  ignorant  about  two  of  its  most  important 
aspects — who  is  eligible  for  Medicaid  and  how  that  eligibility  is 
determined. 

Despite  its  success  in  extending  health  care  benefits  to  the 
poor,  the  Medicaid  program  has  been  severely  criticized  and  is  fre- 
quently cited  as  a  prime  example  of  inept  planning,  poor  management, 
and  skyrocketing  costs.   In  recent  years  the  rapid  increase  in 
medical  care  costs,  coupled  with  the  rapid  growth  in  welfare  rolls, 
has  placed  immense  strains  on  both  Federal  and  State  Medicaid  budgets 
In  FY  1976  alone,  Federal/State  expenditures  for  Medicaid  reached 
almost  fourteen  billion  dollars  and  affected  twenty-four  million  re- 
cipients.  With  this  many  people  enrolled  and  benefits  averaging 
$585.00  per  person,  it  is  clear  that  an  understanding  of  Medicaid 
eligibility  is  of  critical  importance  to  policymakers.   Yet  most  of 
the  research  regarding  the  Medicaid  program  has  focused  on  provider 
charges  and  health  care  utilization  patterns — not  on  the  eligible 
population. 
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The  preoccupation  with  prices  and  utilization  is  remarkable  be- 
cause the  statistics  show  that  increased  enrollment  has  pushed  up 
Medicaid  costs  more  than  increases  in  costs  per  enrollee.   Between 
1968  and  1976,  costs  rose  from  $3.5  billion  to  $14  billion.   If  there 
had  been  no  increase  in  recipients,  costs  in  1976  would  have  stood  at 
only  $6.6  billion  even  allowing  for  all  the  growth  in  medical  prices 
and  utilization.   Eligibility  policy,  then,  should  be  of  critical  con- 
cern to  the  policymaker. 

Fortunately,  public  awareness  about  the  significance  of  Medicaid 
eligibility  does  seem  to  be  increasing.   Knowledge  has  increased  about 
the  interrelationships  of  the  various  transfer  programs  in  the  current 
multiple  benefit  system,  of  which  Medicaid  is  certainly  an  important 
part.   Some  policy  analysts  believe  Medicaid  benefits  are  of  equal  or 
greater  importance  to  many  persons  than  the  cash  payments  they  may 
receive.   All  of  the  serious  proposals  regarding  sweeping  welfare  re- 
form acknowledge  Medicaid  eligibility  to  be  one  of  the  most  signifi- 
cant transfers  available  to  the  low-income  population. 

Concurrent  with  the  growing  interest  in  just  who  the  eligible 
Medicaid  population  is,  there  has  been  an  increasing  realization  that 
greater  attention  needs  to  be  directed  to  the  eligibility  deter- 
mination procedures.   New  quality  control  regulations  were  imposed 
on  the  States  this  past  year.   The  administrative  difficulties 
involved  in  running  a  Medicaid  program  are  receiving  more  and  more 
scrutiny,  especially  as  reports  of  Medicaid  fraud  and  abuse  come 
to  light.   Medicaid  problems  have  become  just  as  scandalous  in 
some  eyes  as  the  "welfare  mess." 

It  is  only  natural  that  as  State  and  Federal  staff  become 
much  more  sophisticated  and  intent  on  "managing"  the  Medicaid  pro- 
gram, as  opposed  to  struggling  to  keep  up  with  the  growth,  that 
Medicaid  eligibility  is  now  getting  the  attention  it  needs.   For  many 
years  now,  major  system  change  has  been  contemplated.   It  is  virtually 
impossible  to  count  the  number  of  national  health  insurance  proposals 
that  have  been  introduced  and  debated.   However,  the  SSI  experience 
with  federalization  of  the  adult  assistance  payments  programs  has 
caused  many  policymakers  to  seriously  question  just  what  kind  of  reform 
in  what  time  frame  makes  the  best  sense.   Add  to  this  the  current  dis- 
enchantment with  Federal  over-regulation  and  control,  and  it  becomes 
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clear  that  reform  is  needed,  but  that  there  are  considerable  differen- 
ces of  opinion  about  what  its  direction  and  extent  should  be. 

With  these  considerations  in  mind,  the  Department  of  Health, 
Education  and  Welfare  (DHEW)  in  1976  sponsored  this  study  to  conduct 
a  Comprehensive  Review  of  Medicaid  Eligibility.   Problems  in  both  eli- 
gibility policy  and  administration  of  the  program  were  to  be  analyzed 
in  depth  and  alternatives  for  system  reform  identified. 

1 .1   Objectives  and  Approach  of  the  Study 

DHEW  established  four  overall  objectives  for  the  Medicaid 
Eligibility  Study: 

•  To  document  problems  of  inequities  and  distorted 
incentives  in  current  Medicaid  eligibility  poli- 
cies and  procedures; 

•  To  document  the  administrative  difficulties  ex- 
perienced with  Medicaid  eligibility  (including 
issues  of  inefficiency  and  compliance  with 
Federal  regulations) ; 

•  To  develop  and  analyze  alternative  sets  of 
policy  and  administrative  reforms  for  the  eligi- 
bility system;  and 

•  To  explore  methods  for  roughly  estimating  the 
costs  of  such  alternative  reforms. 

To  meet  these  objectives,  several  tasks  were  undertaken.   In 
the  first  weeks  of  the  project,  efforts  were  directed  at  extensive 
background  research  and  preparation.   A  literature  review  was  con- 
ducted, identifying  papers,  public  documents  and  internal  HEW 
reports  dealing  with  policy  and  administrative  issues  of  Medicaid 
eligibility.   A  working  paper  on  equity/incentive  issues  for  inves- 
tigation was  developed,  as  was  a  concept  paper  on  cost  estimation 
approaches  and  data  needs. 

From  the  inception  of  the  study,  it  was  felt  that  major  input 
to  the  recommendations  for  Medicaid  eligibility  reform  should  come 
from  State  and  local  program  managers.   No  group  should  be  better 
acquainted  with  the  inequities  and  difficulties  in  Medicaid  policy 
than  those  people  who  run  the  program  day-to-day.   Too  often  in  the 
past,  reform  efforts  have  paid  little  attention  to  the  insights  and 
ideas  which  this  group  could  offer. 
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Therefore,  a  major  portion  of  project  resources  was  devoted  to 
in-depth  study  regarding  Medicaid  eligibility  issues  in  nine  States: 
Alabama,  Illinois,  Missouri,  New  York,  North  Dakota,  Oklahoma,  Oregon, 
West  Virginia  and  Wisconsin.   These  States  were  visited  by  USR&E 
project  teams  to  obtain  direct  input  from  State  and  local  Medicaid 
staff  on  the  problems  of  and  needed  reforms  in  eligibility  policy  and 
procedures .   The  Appendix  to  this  volume  describes  the  State  selec- 
tion criteria  and  the  methodology  used  for  the  State  field  visits. 

Reports  were  prepared  for  each  of  the  nine  States  documenting 
what  eligibility  policies  and  regulations  were  felt  to  be  problem- 
matic  and  how  they  should  be  changed.   The  reports  also  covered  each 
State's  perspective  on  the  administrative  problems  in  eligibility. 

These  State  reports,  together  with  the  reports  and  documents 
identified  in  the  early  phases  of  the  project,  then  were  used  as  the 
basis  for  compiling  the  overall  review  of  policy  and  administrative 
issues  facing  Medicaid  eligibility,  as  well  as  the  proposed  reform 
alternatives. 

To  estimate  the  costs  for  selected  reforms,  USR&E  gathered  data 
from  the  study  States  and  investigated  how  those  States  went  about 
cost  estimation  for  eligibility  changes.   Available  data  at  the 
national  level  were  also  used.   Elaborate  and  expensive  cost  estima- 
tion efforts,  such  as  computerized  micro-simulation  models,  were 
specifically  beyond  the  scope  of  this  project. 

1. 2   Organization  of  the  Final  Report 

This  volume  incorporates  the  Medicaid  Eligibility  Study  findings; 
a  separate  volume  describes  the  methodology  used  for  estimating  the 
costs  of  Medicaid  eligibility  policy  changes. 

This  volume  has  six  chapters.   It  is  structured  so  that  the 
reader  can  easily  locate  any  particular  topic  of  interest.   Also, 
each  chapter  is  relatively  self-contained,  so  that  it  is  not  necessary 
to  read  the  entire  report  to  understand  an  individual  section. 

Since  Medicaid  eligibility  among  States  is  very  complicated,  how- 
ever, it  is  advisable  that  the  person  unfamiliar  with  the  topic  read 
Chapter  2,  which  follows.   Chapter  2  provides  the  reader  with  a  brief 
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overview  of  the  current  Medicaid  eligibility  .requirements  and 
State  options.   For  the  major  policy  options,  tables  are  present- 
ed showing  the  choices  States  have  made.   The  chapter  also  pre- 
sents some  Medicaid  statistics  relevant  to  eligibility  considera- 
tions . 

Chapter  3  presents  a  rather  lengthy  analysis  of  equity  and 
incentive  issues  in  current  Medicaid  eligibility  policy.   The 
analysis  covers: 

•  problems  caused  by  various  financial  criteria; 

•  inequities  caused  by  the  group  and  categorical  definitions; 

•  difficulties  from  other  non- financial  eligibility  criteria; 

•  the  equity  impact  of  interstate  variation  in  Medicaid  eli- 
gibility policies;  and 

•  how  program  operations  can  result  in  inequities  and  dis- 
incentives . 

Many  people  believe  that  the  equity  and  incentive  issues  in 
Medicaid  are  minor  compared  to  the  administrative  problems  of  the 
program.   In  Chapter  4,  the  most  pressing  administrative  problems 
in  Medicaid  eligibility  are  analyzed.   These  problems  range  from 
the  area  of  Federal/State  relations  and  policy  dissemination  to  the 
"unworkability"  of  many  of  the  eligibility  provisions.   The  rela- 
tionship between  Medicaid  and  the  SSI  program  is  discussed  in  detail, 
as  is  the  problem  of  non-compliance  with  Federal  eligibility  policies 
among  the  States.   Attention  is  also  devoted  to  deficiencies  in  the 
internal  operations  of  State  Medicaid  programs,  including  the  pau- 
city of  program  data.   Chapter  4  concludes  with  an  analysis  of  how 
these  administrative  problems  impact  Medicaid  applicants  and  recip- 
ients. 

In  Chapter  5,  some  overall  conclusions  are  presented  about  why 
there  seem  to  have  been  so  many  problems  with  Medicaid  eligibility 
in  the  past.   Certainly  there  are  lessons  to  be  learned  from  the 
experience  of  the  last  ten  years  before  embarking  on  any  future 
reform  efforts. 
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Five  alternative  approaches  to  Medicaid  reform  comprise 
Chapter  6  : 

•  the  Administrative  Reform  Package; 

•  Minor  and  Technical  Reforms; 

•  Major  Cross-Program  Standardization; 

•  the  Minor  State  Flexibility  Reform  Package;  and 

•  Major  State  Flexibility  for  Medicaid. 

It  should  be  pointed  out  that  these  reform  packages  are  not  fully 
compatible  with  one  another.   USR&E  strongly  recommends  that  the 
Administrative  Reform  Package  be  implemented  regardless  of  the 
direction  future  Medicaid  eligibility  policy  takes;  the  package 
contains  reforms  which  can  be  implemented  immediately  without  leg- 
islative amendments  or  major  regulatory  changes.   However,  the 
remaining  four  packages  reflect  different  policy  thrusts — two  of 
the  packages  envision  a  stronger  Federal  role  and  a  more  uniform 
program  across  States,  while  the  other  two  packages  call  for 
greater  State  flexibility  in  deciding  Medicaid  eligibility. 

All  of  the  reform  packages  fall  short  of  what  most  people 
would  call  National  Health  Insurance .   It  was  decided  in  the  begin- 
ning of  this  project  that  the  focus  would  be  minor  to  sweeping 
change  in  Medicaid,  not  the  entire  health  care  system.    Unfortu- 
nately, the  details  of  President  Carter's  Welfare  Reform  proposal 
became  available  too  late  to  be  included  in  the  analysis  presented 
in  Chapter  6.   Although  Welfare  Reform  deals  primarily  with  cash 
assistance,  it  will  inevitably  have  a  major  impact,  for  good  or 
ill,  on  Medicaid  eligibility.   Although  USR&E  was  not  able  to 
thoroughly  analyze  this  potential  impact,  the  findings  of  this 
study,  particularly  the  sections  dealing  with  the  SSI-Medicaid  in- 
terface, have  much  to  say  about  the  possible  Medicaid  pitfalls  of 
Welfare  Reform. 

Throughout  this  report,  terms  and  acronyms  are  used  which  may 
be  unfamiliar  to  some  readers.   To  alleviate  any  problems  these 
might  cause,  a  glossary  is  included  at  the  end  of  the  report. 
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CHAPTER  2 
BACKGROUND  AND  OVERVIEW  OF  MEDICAID  ELIGIBILITY 


In  1965,  Medicaid  was  established  under  Title  XIX  of  the  Social 
Security  Act  to  enable  States,  at  their  option,  to  provide  medical 
assistance  to  welfare  recipients  (recipients  of  Aid  to  Families  with 
Dependent  Children  or  of  Aid  to  the  Aged,  Blind,  and  Disabled)  and  to 
persons  who  are  not  poor  enough  to  qualify  for  cash  assistance  but  who 
cannot  afford  to  pay  for  medical  care  (the  "medically  needy") .   Medi- 
caid is  administered  by  the  States  and  is  jointly  financed  by  the  Fed- 
eral government  and  the  States .   In  order  for  a  State  to  receive 
Federal  matching  for  its  Medicaid  program,  its  Medicaid  program  must  be 
based  on  a  plan  which  has  been  approved  as  meeting  Federal  require- 
ments.  However,  those  requirements  are  intended  to  serve  only  as 
basic  parameters  for  the  program.   Because  States  have  a  share  in  finan- 
cing Medicaid,  they  have  been  left  with  considerable  discretion  over 
both  the  eligibility  criteria  used  and  the  groups  of  the  population 
covered.   Accordingly,  the  extent  to  which  poor  people  are  eligible  for 
Medicaid  varies  tremendously  from  State  to  State. 

Originally,  the  long-term  goal  of  Medicaid  was  that  all  States 
would  provide  comprehensive  care  for  all  individuals  meeting  a  State's 
financial  eligibility  standards.   It  was  hoped  that  over  time  States 
would  both  liberalize  their  eligibility  criteria  and  expand  the  medical 
services  covered  until  the  goal  of  comprehensive  care  was  reached. 
However,  the  1972  amendments  to  the  Social  Security  Act  eliminated 
the  requirement  that  States  move  toward  providing  comprehensive 
care.   In  light  of  fiscal  pressures  on  States,  it  had  become  ap- 
parent that  this  requirement  was  unrealistic. 
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State  flexibility  with  regard  to  Medicaid  eligibility  exists 
within  certain  parameters  laid  out  by  Federal  regulations.   Most 
importantly,  the  Federal  regulations  mandate  that  State  Medicaid 
programs  adhere  to  the  categorical  approach  to  aid  used  in  the  cash 
assistance  programs.   Thus,  the  basic  Medicaid  coverage  groups  are 
needy  families  with  dependent  children  (AFDC)  and  the  aged,  blind, 
and  disabled  (now  enrolled  under  the  Federal  SSI  program) . 

Furthermore,  certain  prohibitions  apply  to  all  States.   No 
State  Medicaid  program  may  impose: 

•  an  age  requirement  of  more  than  sixty- five  years; 

•  an  age  or  school  attendance  requirement  that  would  preclude 
coverage  of  anyone  under  age  twenty-one  who  otherwise  quali- 
fies as  a  dependent  child  under  AFDC; 

•  any  durational  State  residency  requirement; 

•  any  citizenship  requirement  which  excludes  a  U.S.  citizen;  or 

•  a  lien  on  a  home  or  property  because  of  medical  assistance 
provided  to  an  individual.* 

In  addition  to  understanding  these  Federal  requirements  for 
Medicaid  eligibility,  it  is  important  to  recognize  the  options  which 
are  available  to  States.   Because  of  these  options,  there  are  major 
differences  among  States  in  areas  which  are  fundamental  to  the  eli- 
gibility system.   For  example,  the  income  eligibility  level  varies 
dramatically;  in  Massachusetts,  a  family  of  four  can  have  up  to  $390 
a  month  and  still  be  eligible  for  medical  assistance,  while  in  North 
Carolina  the  medical  assistance  level  for  a  family  of  the  same  size 
is  $233  a  month.   Further,  the  extent  of  coverage  beyond  the  basic 
coverage  groups  varies;  in  Massachusetts,  children  in  two-parent 
families  are  eligible  for  Medicaid,  while  in  Alabama  this  group  is 
excluded  entirely. 


*No  recovery  of  medical  assistance  correctly  paid  may  be  made, 
except  from  the  estate  of  an  individual  who  was  over  sixty-five  at 
the  time  assistance  was  received  and  who  has  no  surviving  spouse 
and  no  surviving  children  who  are  under  twenty-one  or  blind  or 
disabled. 
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The  purpose  of  this  section  is  to  present  an  overview  of  the 
requirements  and  options  afforded  States  in  establishing  the  scope 
of  Medicaid  eligibility.   The  discussion  is  organized  as  follows: 
First,  a  summary  of  the  major  options  is  presented  in  chart  form. 
Then,  each  of  the  options  is  discussed  in  turn.   A  chart  detailing 
the  Federal  requirements  governing  States'  range  of  choice  precedes 
the  discussion  of  each  option  area,  and  where  possible,  the  number 
of  States  choosing  each  option  is  indicated.   The  chapter  concludes 
with  a  discussion  of  statistics  on  the  number  of  recipients  and 
amounts  of  payments  made  by  States  and  the  Federal  government  on 
behalf  of  Medicaid  recipients. 

All  of  the  statistics  and  discussion  of  Medicaid  eligibility  in 
this  chapter  refer  to  the  State  and  District  of  Columbia  Medicaid  pro- 
grams.  The  Medicaid  programs  of  Guam,  Puerto  Rico,  and  the  Virgin 
Islands  were  not  included  in  this  review  because  of  some  key  differen- 
ces in  how  they  work.   For  example,  SSI  does  not  extend  to  the  terri- 
tories.  Furthermore,  Federal  financial  participation  in  their  pro- 
grams is  limited  to  a  fixed  dollar  amount. 

The  reader  who  is  already  familiar  with  current  Medicaid  eligibil- 
ity provisions  is  advised  to  skip  this  chapter  and  go  on  to  Chapter  3. 

2.1  Overview  of  Medicaid  Eligibility  Decisions  States  Must  Make 

States  have  options  in  a  variety  of  areas  relevant  to  Medicaid 
eligibility,  as  Exhibit  2.1  demonstrates.   The  first  major  option 
States  have  with  regard  to  medical  assistance  is  whether  or  not  to  have 
a  Medicaid  program  at  all.   Currently,  all  States  except  Arizona  pro- 
vide Medicaid  coverage.   Also,  although  it  is  highly  unlikely,  States 
may  discontinue  their  Medicaid  programs  at  any  time. 
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EXHIBIT  2.1 
MEDICAID  ELIGIBILITY  DECISIONS  STATES  MUST  MAKE 


•  Whether  or  not  to  have  a  Medicaid  program 

•  Whether  or  not  to  cover  the  "medically  needy" 

•  The  extent  to  which  aged,  blind,  and  disabled  cash  assistance 
recipients  will  be  automatically  eligible  for  Medicaid 

•  What  optional  coverage  groups  will  be  included,  e.g.: 

-  families  of  unemployed  fathers  (AFDC-UF) 

-  poor  children  not  eligible  for  AFDC  (MA-21) 

-  optional  supplement  recipients 

-  unborn  children 

-  institutionalized  who  would  be  eligible  for  cash  if  living 
outside 

-  those  eligible  for  cash  but  not  receiving 

•  Where  to  set  income  levels  for  the  categorically  needy  and 
the  medically  needy 

•  Whether  or  not  to  provide  for  special  needs 

•  Where  to  set  resource  levels 

•  What  length  accounting  period  to  use 

•  What  length  eligibility  period  to  use 

•  Whether  or  not  to  use  additional  eligibility  criteria 

-  transfer  of  assets  prohibition 

-  relatives'  responsibility 


The  second  most  important  decision  States  must  make  with  regard 
to  Medicaid  is  whether  or  not  to  cover  the  "medically  needy."   Insti- 
tuting a  medically  needy  program  implies  a  considerable  financial 
commitment  for  a  State  because  it  essentially  removes  the  income  eli- 
gibility ceiling  for  Medicaid  and  thus  substantially  increases  the 
population  of  potential  eligibles.   This  is  so  because  medically  needy 
programs  must  deduct  applicants'  medical  expenses  from  income  in  deter- 
mining financial  eligibility.*   As  a  result,  categorically-related 
persons  of  all  income  levels  may  become  eligible  for  Medicaid  if 


*This  very  important  feature  of  the  medically  needy  program 
is  referred  to  as  the  "spend-down"  process. 
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their  medical  bills  are  large  enough.  At  present,  twenty-nine 
States  have  medically  needy  programs. 

Other  decisions  States  must  make  involve  the  groups  of  persons 
they  choose  to  cover,  the  extent  to  which  aged,  blind,  and  disabled 
cash  assistance  recipients  will  be  automatically  eligible  for  Medicaid, 
the  amount  of  income  individuals  will  be  allowed  to  have  and  still  be 
eligible,  the  extent  to  which  special  needs  will  be  considered  in  de- 
termining eligibility,  resource  allowances,  and  accounting  and  eligi- 
bility periods.   Each  of  these  areas  is  discussed  in  greater  detail 
below. 
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2.2  Specific  Eligibility  Policy  Decisions 

2.2.1  Extent  of  Eligibility  of  Cash  Recipients 

By  law,  a  State  must  cover  all  AFDC  cash  recipients  under  its 
Medicaid  program.   States  do  not  have  to  cover  all  SSI  recipients 
automatically,  but  as  Exhibit  2.2.1  shows,  most  States  do. 


EXHIBIT  2.2.1 
OPTIONS:   ELIGIBLITY  OF  CASH  RECIPIENTS 

- 

• 
• 

AFDC  -  Mandatory  automatic  eligibility  for 
Medicaid 

SSI   -  3  options  : 

-  Automatic — no  separate  application 
required  (1634  States) 

-  SSI  criteria  used,  but  separate 
application  required  (Title  XVI 
States) 

-  More  restrictive  criteria  used 
(209(b)  States) 

All  States 

28  States 

7  States 

15  States 

States  which  have  opted  for  Federal  determination  of  Medicaid 
eligibility  for  SSI  recipients  (called  1634  States*)  generally  did  so 
because  it  appeared  to  free  them  from  substantial  administrative  bur- 
dens and  substantial  administrative  costs.   Those  States,  however, 
retain  the  responsibility  for  determining  eligibility  for  their  medical- 
assistance-only  caseload,  e.g.,  the  medically  needy  and  most  institu- 
tionalized persons.   Title  XVI  States,  on  the  other  hand,  require  all 
SSI  recipients  to  complete  a  separate  application  for  Medicaid,  al- 
though they  do  use  SSI  eligibility  criteria.   States  generally  chose 
this  option  in  order  to  retain  complete  control  of  the  eligibility 


*Section  1634  of  the  Social  Security  Act  authorizes  Federal  deter- 
mination of  Medicaid  eligibility  for  SSI  recipients. 
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determination  process,  rather  than  relinquish  this  responsibility 
to  an  agency  over  which  they  have  no  control.   Finally,  States 
choosing  the  209(b)  option*  may  impose  Medicaid  eligibility  cri- 
teria which  are  more  restrictive  than  SSI  criteria,  so  long  as 
the  criteria  chosen  were  part  of  the  State's  approved  Medicaid 
State  plan  in  January  1972.   Additionally,  however,  209(b)  States 
are  required  to  allow  aged,  blind,  and  disabled  applicants  to  de- 
duct medical  expenses  from  income  when  eligibility  is  determined, 
and  they  must  disregard  all  SSI  and  State  supplementary  payments. 
Some  of  the  States  choosing  the  209(b)  option  did  so  to  protect 
themselves  from  large  increases  in  program  enrollment  that  were 
projected  for  SSI.   Other  States  chose  the  option  in  order  to  im- 
pose a  transfer  of  assets  prohibition  and/or  relatives'  responsi- 
bility requirements,  two  eligibility  policies  which  the  SSI  pro- 
gram does  not  include.   Most  209(b)  States  feel  that  the  cost 
savings  they  realize  from  enforcing  these  two  eligibility  policies 
offset  the  cost  increases  imposed  on  them  by  the  mandatory  spend- 
down  and  the  requirement  that  they  disregard  SSI  income. 


*Named  for  Section  209(b)  of  the  Social  Security  Amendments 
of  1972,  which  authorizes  States  to  use  more  restrictive  criteria 
as  explained  here . 
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2.2.2      Coverage    Groups 

In   addition   to   deciding  on   the  extent  to  which   they  will   cover 
cash   assistance    recipients    for  Medicaid,    States  must   decide  whether  or 
not   to   cover   certain  optional   Medicaid  groups.      Exhibit   2.2.2   lists 
the  major  optional   coverage   groups   and,   where  possible,    indicates   the 
number  of  States   covering  each   group.      Medically   needy   States  which 
decide   to   cover  any  of  the  optional   groups   as   categorically  needy  must 
also   cover   them  in   their  medically   needy  program. 

The  most  comprehensive  of   the  various   optional   coverage   groups   in 
terms  of  number  of  persons   affected  and  potential   costs   are   low-income 
individuals   under  twenty-one   and   families  of  unemployed   fathers.      These 
two  options   open   up  Medicaid  eligibility   to   children   in   two-parent  poor 
families,   a  substantial  portion  of  the  poor  population  whose  needs 
otherwise   go  unmet.      Adding  either  of  these  groups   closely   follows   add- 
ing  a  medically   needy  program  in  terms   of  expanding   the  population  of 
potential  eligibles   and,    thus,    in  terms  of  increasing  program  costs. 


EXHIBIT  2.2.2 

OPTIONS:   COVERAGE  GROUPS 

Major  Groups  Allowed 

#  States  Covering 

• 

SSI  Optional  Supplement  recipients 

(aged,  blind,  and/or  disabled) 

i 

34 

• 

Families  of  unemployed  fathers  (AFDC-U) 

29 

• 

Unborn  children  (AFDC-related) 

30 

• 

Financially  eligible  individuals  under 
21  (MA-21) 

-  All  such  individuals 

17 

(including  the  unborn) 

10 

or  11 

-  only  certain  reasonable  groups  of 

such  individuals,  e.g., 

28 

to  31 

--  children  in  foster  homes  or  child 

care  institutions  for  whom  public 

agencies  are  assuming  at  least 

some  financial  responsibility 

29 

or  30 

—  children  in  private  foster  homes 

or  child  care  institutions  (no 

public  support) 

4 
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EXHIBIT  2.2.2,  OPTIONS:   COVERAGE  GROUPS  (cont 

.) 

Major  Groups  Allowed 

# 

States  Covering 

—  children  in  various  medical 
facilities 

12  to  14 

-  No  such  individuals 

2  to  5 

• 

Institutionalized  persons 

-  In  medically- needy  States  (all  such 
persons  covered  if  cost-of-care 
exceeds  income) 

-  Persons  who  would  be  eligible  for 
cash  if  not  residing  in  an  institu- 
tion (only  non-medically  needy 
States  shown) 

-  Only  actual  cash  recipients 

29 

19 
2 

• 

Individuals  who  are  eligible  for  cash 
but  who  have  not  applied 

24 

• 

Individuals  who  would  be  eligible  for 
AFDC  cash  payments  if  child  care  costs 
were  paid  out  of  earnings  rather  than 
paid  by  social  service  funds 

14 

• 

Caretaker  relatives  of  non-cash  AFDC- 
related  individuals  aged  18-21 

28  or  30 

Source:   DHEW,  Medicaid  Bureau.   Taken  from  data  being  gathered 

for  a  planned  report  on  characteristics  of  State  Medicaid 
Programs.   Data  as  of  January  1,  1977.   Ranges  given  when 
available  data  has  not  yet  been  clarified.   Puerto  Rico, 
Guam,  and  Virgin  Islands  not  included. 
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2.2.3   Income  Levels 

As  indicated  in  Exhibit  2.2. 3a ,  States  are  free  to  establish  their 
own  income  levels  for  both  cash  assistance  and  medical  assistance 
(within  Federal  guidelines)  . 


EXHIBIT  2.2.3a 
OPTIONS:   INCOME  LEVELS  FOR  MEDICAID  ELIGIBILITY 


Categorically  Needy: 

AFDC-related:   States  must  use  their  own  AFDC  cash  assistance 

payment  standards.   There  are  no  Federal  restric- 
tions on  where  this  standard  is  set. 

Aged,  Blind, 

Disabled:      States  must  use,  at  a  minimum,  their  January  1972 
standards  and  may  use,  at  a  maximum,  300%  of  the 
Federal  SSI  benefit  level  (currently  $533.40) . 

Medically  Needy: 

p     Levels  must  be  uniform  across  categories  and  must  increase 
with  family  size. 

•   They  must  be  at  least  as  high  as  the  highest  cash  payment 
standards,  but  in  no  event  may  they  be  higher  than  133  1/3% 
of  the  highest  AFDC  amount  paid  to  a  family  of  the  same  size. 


Given  this  leeway,  many  States  have  traditionally  set  much  lower 
income  levels  for  AFDC  than  for  adult  categories.   With  the  conversion 
to  SSI  in  1974,  a  national  minimum  income  level  was  established  for  the 
aged,  blind,  and  disabled.   However,  no  income  floor  has  ever  been 
established  for  AFDC;  setting  the  AFDC  level  is  left  totally  to  the 
discretion  of  States.   For  the  most  part,  the  AFDC  levels  chosen  by 
States  reflect  their  relative  fiscal  capabilities  and  dispositions 
toward  assisting  low-income  families,  and  as  Exhibit  2.2.3b  demon- 
strates, these  levels  vary  widely.   Since  a  State's  medically  needy 
level  is  tied  to  its  AFDC  cash  payment  level,  there  is,  likewise,  no 
income  floor  for  State  medically  needy  levels,  except  as  they  relate  to 
States'  own  AFDC  standards. 
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EXHIBIT  2.2.3b 

DISTRIBUTION 

OF  STATES 

BY  LEVEL  OF  AFDC  PAYMENT  STANDARD* 

(Figures 

are 

amounts  per 

month) 

Two  Persons 

#  of  States 

Four  Pe. 

rsons 

#  of  States 

$  80  -   99 

3 

$  130  - 

174 

5 

100  -  124 

2 

175  - 

224 

4 

125  -  149 

4 

225  - 

274 

9 

150  -  174 

8 

275  - 

324 

8 

175  -  199 

3 

325  - 

374 

13 

200  -  224 

9 

375  - 

424 

10 

225  -  249 

3 

425  - 

474 

1 

250  -  274 

14 

475  - 

514 

1 

275  -  299 

2 

300 

2 

370 

_1 
51 

51 

The  payment  s 

tandard  is 

the 

amount  agai 

nst  which  . 

Income  is 

measured  in  determining 

eligibility.   (The  actual 

AFDC  payment 

may  be  equal 

to  or  less 

than  the  payment  standard 

.) 

*DHEW,  NCSS  Report  D-2  (July 

1976) . 

Although  cash  assistance  to  adults  has  been  federalized  in  the  SSI 
program,  all  States  are  required  to  provide  supplements  to  SSI  recipi- 
ents who  had  been  receiving  more  under  the  former  assistance  programs 
than  they  now  receive  under  Federal  SSI.   In  addition,  States  may  pro- 
vide optional  supplementary  payments  to  meet  needs  which  are  not  fully 
met  by  the  SSI  payment.   As  Exhibit  2.2.3c  shows,  twenty- two  States 
have  chosen  to  provide  optional  supplements  for  basic  needs  for  indi- 
viduals or  couples  who  maintain  their  own  home. 
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EXHIBIT  2.2.3c 


DISTRIBUTION  OF  STATES  BY  SSI  PAYMENT  LEVEL  INCLUDING 
STATE  SUPPLEMENTS*  (FOR  PERSONS  LIVING  INDEPENDENTLY) 

(Data  Prior  to  the  July  1,  1977,  SSI  Benefit  Increase) 
(Figures  are  amounts  per  month) 


One  Person 

$  168  (no  basic 

supplement) 

169  -  189 

190  -  209 

210  -  229 

230  -  249 

250  -  269 

270  -  289 
290  &  over  (334) 
Variable  ("needs") 
budgeting 


#  of  States 

Two  Persons 

#  of  States 

$ 

252  (no  basic 

28 

supplement) 

29 

4 

253  -  289 

7 

10 

290  -  329 

9 

1 

330  -  369 

0 

3 

370  -  409 

2 

1 

410  -  449 

1 

2 

450  -  489 

0 

1 

490  -  522 

2 

Variable  ("needs") 

__1 

budgeting 

_L 

51 

51 

*Source :   DHEW/SSA,  "State  Supplementation  Programs  for  the 
Aged,  Blind,  and  Disabled  (As  of  May  21,  1977)," 
(unpublished  computer  listing) . 


In  addition  to  this  basic  optional  supplement,  States  also  can 
provide  supplements  to  the  SSI  benefit  to  cover  special  living  arrange- 
ments and  non-recurring  special  needs.   These  latter  two  areas  of  sup- 
plementation will  be  discussed  further  in  Section  2.2.5,  which  covers 
State  options  in  the  area  of  special  needs  provision. 

If  a  State  chooses  to,  it  can  extend  Medicaid  eligibility  to  its 
optional  supplement  recipients,  if  the  supplement  program  meets  certain 
Federal  requirements. 

With  regard  to  income  eligibility  for  the  medically  needy  program, 
States  are  free  to  set  their  own  levels,  provided  they  stay  within  the 
restrictions  set  forth  in  the  regulations.   The  extent  of  variation 
among  State  medically  needy  levels  is  indicated  in  Exhibit  2.2.3d. 
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EXHIBIT 

2.2.3d 

DISTRIBUTION  OF  STATE  MEDICALLY 

NEEDY  LEVELS* 

(Medically 

Needy  Level 

s  as  of 

July  1,  1976) 

(Figures  are  amc 

>unts  per 

month) 

One 

#  of 

Two 

#  of 

Four 

#  of 

Pers 

an 

States 

Persons 

States 

Persons 

States 

$111  - 

119 

1 

$132  - 

159 

1 

$176  -  199 

1 

120  - 

139 

0 

160  - 

189 

4 

200  -  229 

1 

140  - 

159 

6 

190  - 

219 

4 

230  -  259 

1 

160  - 

179 

7 

220  - 

249 

6 

260  -  289 

2 

180  - 

199 

2 

250  - 

279 

4 

290  -  319 

5 

200  - 

219 

7 

280  - 

309 

6 

320  -  349 

4 

220  - 

239 

1 

310  - 

339 

2 

350  -  379 

5 

240  - 

259 

2 

340  - 

358 

2 

380  -  409 

6 

260  - 

279 

0 

410  -  429 

2 

280  - 

292 

3 
29 

29 

440  -  467 

2 
29 

*Source:   DHEW,  Medicaid  Bureau,  internal  memo,  October  1976. 


In  States  which  have  medically  needy  programs,  categorically- 
related  applicants  whose  incomes  exceed  the  medically  needy  level  may 
still  become  eligible  for  Medicaid,  if  their  medical  expenses  are  high 
enough.   The  law  requires  that  medical  expenses  incurred  by  applicants 
be  deducted  from  their  incomes  when  determining  eligibility.   Thus,  for 
example,  a  working  mother  and  her  child,  who  are  not  eligible  for  AFDC, 
may  become  eligible  for  Medicaid  if  the  child  undergoes  an  expensive 
hospitalization  which  is  not  covered  by  other  insurance.   This  very 
important  feature  of  the  medically  needy  program  is  called  the  spend- 
down  process ,  and  the  process  of  accumulating  medical  bills  in  order  to 
become  eligible  is  called  " spending- down. " 
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2.2.4      Income   Disregards 

The   Federal   regulations   require   that  States  disregard  certain 
income  in  determining   financial  eligibility   for  Medicaid.      The 
major   federally-required  disregards   are    listed   in  Exhibit   2.2.4. 


EXHIBIT    2.2.4 
FEDERAL   REQUIREMENTS:       INCOME   DISREGARDS 


CATEGORICALLY    NEEDY: 


AFDC-related 


•  First   $30  of  earned  income  plus   one-third  of  the 
remainder 

•  Actual  work  expenses 

•  Up  to   $5.00    from  any  source    (optional) 

Aged,    Blind,    Disabled    (ABD) 

•  $20   from  any   source 

•  First  $65  of  earned  income  plus  one-half  of  the 
remainder 

•  Work   expenses    (for  blind  only) 

•  Beginning  July   1977:      all   Social   Security   cost-of- 
living  increases 

Both   AFDC    and  ABD 

•  August   1972   Social  Security   cost-of-living  increase 

•  Bonus  value  of  food  stamps 

•  Educational  grants 

•  Uniform  Relocation  Assistance  Act  payments 

•  Benefits  from  Title  VII  Older  Americans  Act 

•  Salary  from  Older  Americans  Program 

•  Payments  from  Titles  I  &  II  of  Economic  Opportunity  Act 

•  Payments  under  Manpower  Development  &  Training  Act 

•  Home  produce  for  consumption 

•  Tax  rebates  on  property  or  food  taxes 

•  Payroll  deductions 

•  Irregular  or  infrequent  income  less  than  $20  unearned, 
$10  earned 


2-14 


EXHIBIT  2.2.4,  FEDERAL  REQUIREMENTS:   INCOME  DISREGARDS  (cont.) 


•  Foster  care  payments 

•  Child  support  payments  (one-third  of  payments  under  SSI; 
varies  for  AFDC) 

•  Earnings  of  child  regularly  in  school 

MEDICALLY  NEEDY: 

Disregards  must  be  the  same  as  for  categorically  needy, 
except  that  the  AFDC  earned  income  disregard  ($30  +  1/3)  may 
not  be  used. 


The  purpose  of  having  these  disregards  is  to  increase  vertical 
equity;  if  benefits  were  reduced  dollar  for  dollar  with  every  increase 
in  income,  then  persons  who  have  no n- assistance  income  would  be  no 
better  off  than  persons  with  no  other  income.   Further,  earned  income 
disregards  provide  a  work  incentive. 

For  AFDC- related  Medicaid  applicants  (categorically  needy  and 
medically  needy) ,  States  must  use  exactly  the  same  income  disregards 
which  are  used  in  determining  financial  eligibility  for  AFDC  payments. 
A  major  exception  to  this  rule  is  that  medically  needy  recipients  and 
persons  who  are  applicants  for,  not  on-going  recipients  of,  AFDC  pay- 
ments are  not  allowed  the  AFDC  $30  and  one-third  earned  income  disre- 
gard. 

In  States  which  use  SSI  criteria,  income  disregarded  in  determin- 
ing SSI  eligibility  must  also  be  disregarded  for  Medicaid.   More  lim- 
ited disregards  may  be  allowed  to  aged,  blind,  and  disabled  applicants 
in  209(b)  States,  except  that,  as  noted  earlier,  incurred  medical 
expenses  and  any  SSI  or  State  supplementary  payments  must  be  deducted 
when  determining  eligibility. 
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2.2.5   Inclusion  of  Special  Needs 

States  may  provide  for  special  needs  in  eligibility  determination, 
within  the  Federal  guidelines  outlined  in  Exhibit  2.2.5a.   Special 
needs  grants  supplement  basic  grants  for  persons  requiring  more  money 
to  achieve  the  same  minimum  level  of  well-being  as  other  welfare  re- 
cipients . 


EXHIBIT  2.2.5a 
OPTIONS:   SPECIAL  NEEDS 


•  States  may  raise  categorically  needy  income  levels  to 
allow  for  special  needs. 

•  For  AFDC,  any  special  need  may  be  included,  as  long  as  it 
is  based  on  need  and  provided  statewide. 

•  For  State  supplementation  of  SSI,  almost  any  special  need 
may  be  included,  as  long  as  it  is  based  on  need,  provided 
statewide,  made  to  some  reasonable  class  of  persons,  and 
not  subject  to  rateable  reductions.   (These  requirements 
apply  only  if  Medicaid  coverage  is  granted  to  supplement 
recipients.) 

•  Special  needs  may  not  be  included  in  medically  needy 
standard. 


With  conversion  to  the  SSI  flat  grant,  Federal  matching  for 
special  needs  for  the  adult  categories  was  eliminated.   Neverthe- 
less, some  States  have  chosen  to  continue  providing  for  special 
needs  to  adults  through  optional  supplementation.   States  pro- 
viding optional  supplements  for  special  needs  do  so  primarily  to 
meet  special  needs  related  to  living  arrangements ,  such  as  domi- 
cilary  care  or  room  and  board  situations.   Their  primary  rationale 
for  doing  so  is  that  providing  for  non-institutional  special  living 
arrangements  saves  the  State  money  in  the  long  run;  it  allows  for 
more  appropriate  and  less  costly  placement  of  persons  who  are  not 
in  need  of  the  extent  of  care  provided  in  nursing  homes.   Exhibit 
2.2.5b  shows  the  range  of  States  providing  for  the  major  special 
living  arrangements. 
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EXHIBIT  2.2.5b 


DISTRIBUTION  OF  STATES  BY  SPECIAL 
LIVING  ARRANGEMENT  VARIATION  THROUGH 
THE  SSI  OPTIONAL  SUPPLEMENTATION  PROGRAM* 


Domiciliary  Care 

(generally  defined  as  room  and  board 
with  supervision;  level  of  care  ranges 
from  minimal  supervision  to  closer 
supervision  with  some  medical  care) 

Room  and  Board 

Restaurant  Meals 

Individual  Living  with  Essential 
Spouse 


#  of  States 
Providing 

29 


10 

4 

11 


*DHEW ,  The  Supplemental  Security  Income  Program  for  the 
Aged,  Blind,  and  Disabled,  January,  1975. 


Special  needs  continue  to  be  federally-matched  for  AFDC.   How- 
ever, many  States  which  have  traditionally  provided  for  AFDC  special 
needs  have  opted  to  "fair-average"  them  into  a  flat  grant  which  is 
easier  to  administer.   Some  examples  of  special  needs  frequently 
provided  for  AFDC  recipients  include  allowances  for  laundry,  tele- 
phone, transportation,  and  school  books  and  supplies. 
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2.2.6      Resource   Levels 

As   Exhibit   2.2.6a  shows,    there   are    some   Federal   requirements   to 
which  States  must  adhere   in  establishing  allowable   resource   levels   for 
eligibility   determination,   but  within   these   requirements   there   are 
also   options. 


EXHIBIT   2.2.6a 
OPTIONS:      ALLOWABLE   LEVELS    OF   RESOURCES 


ABD:         If   using   SSI   criteria   for   Medicaid,    a   State  must    follow  SSI 
resource    criteria: 

•  Resources   may   not  exceed   $1,500    for  one  person,    $2,250 
for   two,    but 

•  The    following   items   are   excluded   from  consideration: 

—  the   homestead 

--  household  goods,  personal  effects,  and  an  automobile 
(so  long  as  the  total  does  not  exceed  $1,500) 

—  property  essential  to  self-support 

—  (for  the  blind  and  disabled  only)  resources  necessary 
to  fulfill  ci  plan  of  self-support 

•  Only  cash  value  of  life  insurance  is  considered 

If  not  using  SSI  criteria,  State  may  use  more  restrictive 
criteria  so  long  as  those  criteria  are  no  more  restrictive 
than  those  in  effect  in  the  State  in  January  1972. 

AFDC:   State  may  set  any  resource  criteria  with  the  following 
limitations  for  liquid  resources: 

•  $2,000  maximum  for  each  individual  recipient 

•  The  value  of  a  homestead,  personal  effects,  automobile, 
and  income-producing  property  are  not  counted  in  this 
limit 

MEDICALLY 

NEEDY :      State  may  set  any  resource  criteria,  but  such  criteria 
must  be  uniform  across  categories  and  at  least  as 
liberal  as  the  highest  resource  level  allowed  for  cash 
recipients  in  the  State . 
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With  regard  to  resource  criteria  for  aged,  blind,  and  disabled 
applicants,  only  209(b)  States  can  set  their  resource  limits  for  Medi- 
caid lower  than  those  used  in  the  SSI  program.   Data  on  the  number  of 
209(b)  States  which  apply  liquid  asset  criteria  which  are  more  re- 
strictive than  those  used  in  the  SSI  program  is  not  readily  available. 

States  may  set  their  cash  resource  level  for  AFDC  at  any  point 
within  the  Federal  maximum  limits.   Given  this  flexibility,  many  States 
tend  toward  restrictiveness .   As  demonstrated  in  Exhibit  2.2.6b,  only 
a  few  States  have  set  their  liquid  resources  level  at  or  close  to  the 
allowable  maximum. 


EXHIBIT  2.2.6b 

DISTRIBUTION   AMONG   STATES   BY 
AFDC   LIQUID   RESOURCE   LIMITATIONS* 


Limit    for 
Two   Persons  #  of  States 

Up   to        $500  12 

$      501   -    1,000  17 

1,001    -   1,500  12 

1,501   -    2,000  3 

Over        $2,000  7 


*DHEW,    Characteristics   of   State   Plans    for  AFDC,    1976 


States   also  vary  in  their  approach  to  setting  a  limitation  on  the 
value  of  a  homestead  as   a  resource   to  program  applicants.      Exhibit 
2.2.6c   shows   that    fourteen   States   have   chosen   to   limit  the   value   of   a 
homestead   for  AFDC  applicants,   while    the    remainder  of  the  States   do  not 
place   any  maximum   limitation  on  this   group.      For  adult   categorically 
needy   cases,    nine   of  the    fifteen   209(b)    States   set   a  maximum  value 
limitation  on   a  homestead,   while    there   is   no   such   restriction  placed  on 
adult   recipients   in   the    thirty-five   States   using  SSI   criteria. 
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EXHIBIT  2.2.6c 
DISTRIBUTION  OF  STATES  BY  HOMESTEAD  VALUE  LIMITATIONS 


AFDC* 

#  of  States 

$    1,000   -      5,000 

4 

5,001   -    10,000 

5 

10,001   -    15,000 

2 

15,001   -    20,000 

0 

20,001   -    25,000 

2 

25,001   -    30,000 

1 

No  maximum 


36 


ABD  in 
209(b)  States** 

$  2,500  -   5,000 
5,001  -  15,000 
15,001  -  25,000 
No  maximum 

ABD  in 
SSI  States 

No  maximum 


#  of  States 

2 
5 
2 
6 


35 


*DHEW,  Characteristics  of  State  Plans  for  AFDC,  1976. 
North  Dakota  not  included  since  limitation  varies  by  size  and 
needs  of  case. 

♦♦Information  obtained  from  Medicaid  Bureau  staff. 
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2.2.7     Accounting  Periods 

Another  option   States  have  is   in  determining  what  length   account- 
ing period   to  use   for   income    consideration.      Exhibit   2.2.7   outlines 
the   Federal   guidelines   governing  this   choice. 


EXHIBIT  2.2.7 

OPTIONS:   ACCOUNTING  PERIODS 

AFDC 

• 

States  are 

allowed  up  to  six  months 

ABD 

• 

SSI  uses  a 

quarterly  period 

• 

States  are 

allowed  up  to  six  months 

MEDICALLY  NEEDY 

• 

States  are 

allowed  up  to  six  months 

Most   States  have   opted  to   use   a  monthly   accounting  period   for 
AFDC;    for  the  medically  needy,    they   tend   to   vary   accounting  periods  by 
type  of  case,    i.e.,   spend-down,    long-term  care,   non- long-term  care. 
SSI   uses   a  quarterly  accounting  period;    however,   States   can  use   for 
Medicaid  whatever  accounting  period  they  wish. 

The  choice  of  an  accounting  period  for  income  consideration  is  a 
very  significant  one,  though  its  importance  is  often  overlooked.  Be- 
cause countable  income  may  fluctuate,  the  amount  of  income  taken  into 
consideration  at  one  time  affects  eligibility,  and  thus,  affects  pro- 
gram costs. 
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2.2.8  Eligibility  Periods 

States  have  flexibility  in  establishing  the  length  of  the 
eligibility  period  up  to  certain  maximums  for  the  various  assis- 
tance categories.   An  eligibility  period  is  defined  as  the  length 
of  time  before  a  redetermination  of  eligibility  is  due.   Exhibit 
2.2.8  outlines  the  eligibility  period  maximums. 


EXHIBIT  2.2.8 
OPTIONS :   ELIGIBILITY  PERIODS  FOR  MEDICAID 


AFDC 


• 


ABD 


Redeterminations  must  be  made   at  least  every   six 
months 


•  Redeterminations  must  be  made   at  least  every  twelve 
months 

MEDICALLY   NEEDY 

•  States   are   allowed  up  to   six  months 
RETROACTIVE    COVERAGE 

•  For  all   groups,    Medicaid   coverage   must  be  provided   for 
up   to   three   months  prior   to   application,    if  the   appli- 
cant was  eligible   at  the  time   the  services  were   re- 
ceived. 


Generally,    States   set   the  eligibility  period   for  the  AFDC  and 
medically  needy   at  the  six  month  maximum,   while   they  use  the   full 
twelve   months    allowed   for  adult   categorically  needy   recipients,    a 
group  whose   circumstances   are   less   subject   to   change. 

In   addition,    Medicaid   coverage   must  be  extended   retroactively 
up   to   three   months  prior   to   application,    if  the   applicant  was,    in 
fact,    eligible    at    the   time   Medicaid-covered  services   were   rendered. 
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2.2.9  Additional  Eligibility  Criteria 

There  are  several  other  eligibility  criteria  States  are  allowed 
to  impose,  the  most  important  of  which  are  a  transfer  of  assets  pro- 
hibition and  relatives'  responsibility  requirements.   Exhibit  2.2.9  des- 
cribes Federal  requirements  relating  to  these  two  eligibility  criteria. 


EXHIBIT  2.2.9 
OPTIONS:   ADDITIONAL  ELIGIBILITY  CRITERIA 


•  Relatives'  responsibility/Deeming  (limited  to  spouses  and 
parents  of  applicants) 

Federal  requirements: 

SSI :   After  spouses  have  been  living  separately  for  one 
month  (six  months  if  both  are  eligible) ,  deeming 
of  income  ceases. 

After  a  child  has  been  out  of  the  parents'  home 
for  one  month,  deeming  of  income  from  the  parents 
ceases . 

AFDC:   States  are  authorized  to  hold  parents  or  spouses 

of  Medicaid  recipients  financially  responsible  for 
the  cost  of  care  indefinitely. 

•  Transfer  of  Assets 

Federal  requirements: 

SSI :    If  using  SSI  criteria,  a  State  may  not  impose  a 
transfer  of  assets  prohibition. 

AFDC:   States  may  set  limits  on  the  length  of  time  and 
the  extent  to  which  asset  transfers  render  a 
person  ineligible. 


Most  States  have  traditionally  opted  both  to  consider  the  assets 
and  income  of  responsible  relatives  and  to  deny  Medicaid  eligibility 
to  applicants  who  transfer  assets  without  adequate  compensation  with- 
in some  specified  period  prior  to  application.   (The  latter  restric- 
tion is  referred  to  as  a  "transfer  of  assets  prohibition.")   With 
conversion  to  SSI,  however,  States  which  chose  to  use  SSI  criteria 
for  Medicaid  eligibility  are  no  longer  allowed  to  do  so.   According 
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to  current  policy,  the  only  way  a  State  can  impose  such  requirements 
adult  recipients  is  by  becoming  a  209(b)  State  and  thereby  taking 
the  mandatory  spend-down  and  disregard  of  SSI  and  State  supple- 
tary  payments.   However,  Federal  requirements  do  not  preclude  a 

State  from  attempting  to  retroactively  recoup  the  cost  of  medical 

services  to  recipients  from  responsible  relatives. 


on 
on 
men 
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2.3     Medicaid  Operating  Statistics 

Also  important  to  understanding  Medicaid  eligibility  is  basic 
information  about  the  size   and  characteristics   of  the  enrolled  popu- 
lation and  the   level  of  expenditures.      These  statistics  provide  in- 
sight into  the   fiscal   repercussions  of  certain  eligibility  policies. 

2.3.1     Overall  Expenditures   and  Enrollees 

The  Medicaid  Program  has  mushroomed   from  a  relatively  unsub- 
stantial portion  of  overall   transfers   to  poor  persons   to  the 
largest  component.      Medicaid  expenditures  now  roughly  equal  AFDC 
and  SSI   cash  payments   combined.      In  the  decade   1968  to  1978,   ex- 
penditures  for  recipients  will  have   grown  from  $3.5  billion  to  an 
estimated   $19.1  billion.      As   can  be   seen  in  Exhibit  2.3.1a,    the 
data  suggest  that  program  cost  increases   cannot  be   attributed  pri- 
marily to  increases   in  utilization;    rather,    they  are  the  result  of 
rises   in  the  number  of  recipients  and  in  medical  care  prices.      The 
number  of  recipients   rose  by  108%   in  the  eight  years   following  1968; 
prices   rose  by   74%;    and  utilization  rose  by  only   12%. 

Fiscal  year  1974   is  the  most  recent  year  for  which  detailed 
data  are   available.      Exhibits    2.3.1b-d  give   information  on  the  num- 
bers of  recipients,    the   total  expenditures,    and  expenditures  per 
recipient  in  that  year.      A  few  important   facts   stand  out: 

•  In   fiscal  1974,   nearly  twenty  million  persons   received 
services  paid  by  Medicaid.      Expenditures   totaled  $9.9 
billion*   for  an  average  of  $500  per  person.       (In  fiscal 
1976,    coverage  had  grown  to  over  twenty- four  million  per- 
sons  at  an  average   annual  cost  of  nearly  $700  per  person.) 

•  Expenditures   for  medical  care   for  aged,   blind,    and  dis- 
abled persons   amounted  to  two-thirds  of  total  expenditures 
even  though  these  persons   represented  only  one-third  of 
all  recipients. 

•  Average  expenditures  for  aged  and  disabled  persons  were 
approximately  $1,000  even  though  Medicare  covers  a  sub- 
stantial portion  of  all   acute   care  costs. 

•  Eighty- five  percent  of  all  Medicaid  recipients   also 
received  cash   assistance. 


*See   note   to  Exhibit   2. 3. Id. 
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EXHIBIT  2.3.1b 

NUMBERS  OF  PERSONS  (IN  THOUSANDS)  ACTUALLY 
RECEIVING  CARE  BY  CATEGORY  FY  1974* 


Received  Cash 

Did  Not   Receive 

All 

Assistance 

Cash  Assistance 

Categories 

All   Persons 

16,405 

3,773 

20,178 

All  Aged,   Blind,   Disabled                 4,523 

1,640 

6,163 

Aged 

2,562 

1,225 

3,787 

Blind 

103 

33 

136 

Disabled 

1,858 

382 

2,240 

All   AFDC 

11,571 

1,327 

13,078 

Children 

7,910 

916 

8,826 

Adults 

3,841 

411 

4,252 

All  Other 

131 

806 

937 

Children 

69 

305 

374 

Adults 

62 

501 

563 

EXHIBIT  2.3.1c 
AVERAGE  EXPENDITURE  PER  RECIPIENT  FY  1974* 


Received  Cash 

Did 

Not   Receive 

All 

Assistance 

Cash  Assistance 

Categories 

All  Persons 

$ 

343 

$ 

1,127 

$ 

490 

All  Aged,   Blind,    Disabled             $ 

627 

$ 

2,021 

$ 

998 

Aged 

$ 

459 

$ 

2,051 

$ 

974 

Blind 

$ 

534 

$ 

758 

$ 

588 

Disabled 

$ 

863 

$ 

2,037 

$ 

1,063 

All   AFDC 

$ 

2  38 

$ 

437 

$ 

255 

Children 

$ 

166 

$ 

361 

$ 

186 

Adults 

$ 

476 

$ 

606 

$ 

398 

All   Others 

$ 

282 

$ 

442 

$ 

419 

Children 

$ 

217 

$ 

361 

$ 

334 

Adults 

$ 

355 

$ 

491 

$ 

476 

♦Excludes  Guam,  Puerto  Ri^p ,  and  the  Virgin  Islands 
Source:   DHEW/SRS/NCSS  Report  B-4  (FY  74). 
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EXHIBIT  2. 3. Id 


ESTIMATED  EXPENDITURES  FOR  MEDICAL  CARE 
(IN  MILLIONS)  BY  CATEGORY  FY  1974* 


Received  Cash 

Did  Not   Receive 

All 

Assistance 

Cash   Assistance 

Categories 

All   Persons 

$   5,629 

$    4,251 

$   9,880** 

All   Aged,    Blind,    Disabled 

$    2,835 

$    3,315 

$6,150 

Aged 

$    1,177 

$    2,512 

$3,689 

Blind 

$           55 

$           25 

$        80 

Disabled 

$   1,603 

$         778 

$2,381 

All   AFDC 

$    2,757 

$         580 

$3,337 

Children 

$    1,312 

$         331 

$1,643 

Adults 

$    1,445 

$         249 

$1,694 

All  Other 

$           37 

$        365 

$      393 

Children 

$           15 

$         110 

$      125 

Adults 

$           22 

$         246 

$      268 

♦Excludes  Guam,  Puerto  Rico,  and  Virgin  Islands. 

Source:   DHEW/SRS/NCSS  Report  B-4  (FY  '74). 

**This  figure  does  not  match  with  that  on  Exhibit  2.3.1a  because 
the  data  are  collected  from  different  forms  in  different  ways. 
Exhibit  2.3.1a  probably  provides  a  more  accurate  reflection  of 
total  costs  since  those  figures  are  derived  from  financial 
management  reports.   Unfortunately,  detailed  data  are  not 
available  from  such  reports. 
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•  Medical  expenses   for  those  persons  not  receiving  cash  are 
on  average   nearly  four  times   greater  than  expenses   for 
persons   receiving   cash.      The   former  thus   account   for  over 
forty  percent  of  total  expenditures  even  though   they 
represent  only   fifteen  percent  of  recipients. 

•  The  vast  majority  of  expenses   for  persons  not  receiving 
cash  are  incurred  by   aged  and  disabled  persons . 

It   is    important   to   recognize    that   the  persons    classified   as   not 
receiving   cash   are   not   all   in   the    "medically  needy"    classification. 
A  substantial  portion  of  these   persons  meet   the   income    and   asset 
levels    for   cash  assistance,   but   cannot   receive   money  payments  be- 
cause  they   are   institutionalized.      Others   are   eligible    for  cash  but 
choose   not   to   receive   it.      Indeed,    USR&E's    calculations   suggest   that 
only   forty  percent  of  persons   not  receiving  cash   are   actually   "medi- 
cally  needy."      USR&E   further  estimates   that  expenditures    for  the 
medically   needy   are    about  one-half  of   the   total   spent  on  non-cash 
recipients,    or   about   twenty  percent   of   total   Medicaid  expenditures. 

2.3.2     The  Institutionalized  Population 

Medicaid  spends   a  surprisingly  large   share  of  its  budget   for 
long  term  care  institutional  services .      Several   remarkable   facts 
emerge  when  one   looks   carefully   at  the  institutionalized: 

•  Thirty-eight  percent  of  the  Medicaid  budget  in  FY  1975 
was   spent   for  skilled  nursing  home   and  intermediate   care 
services.       (See  Exhibit   2.3.2.)      Only   six  percent  of  all 
recipients   received  such   services. 

•  Seventy-five  percent  of  Medicaid  expenditures   for   the 
aged  went   for  long  term  care   services.      Indeed,    the 
Medicaid  costs   of  long  term  care   for  the   aged  exceed  the 
total   costs  of  all  SSI   cash  payments    (Federal  and  State) 
to  the   aged. 

•  Between  FY  1974  and  FY  1975,  long  term  care  expenditures 
rose  by  twenty-eight  percent. 

The  lessons  from  this  brief  glance  at  the  data  are  simple  but 
important.   First,  services  to  the  aged  and  disabled  account  for  a 
disproportionate  part  of  Medicaid  expenditures,  and  thus,  eligibility 
policy  for  these  groups  merits  special  attention.   Second,  although 
Medicaid  eligibility  policy  currently  is  derived  from  cash  assistance 
policy  with  a  few  modifications,  over  forty  percent  of  Medicaid 
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expenditures   go  to  persons   receiving  no_  cash  assistance.      Third, 
the   long  term  institutionalized  account   for  a  remarkable  portion  of 
total  expenses,   even  though  they  represent  only   a  small  proportion 
of  enrollees .      Long  term  care  expenses    for  the  aged  are   greater  than 
the   cash   assistance  expenditures   for  the  aged,   yet  the   cash   assis- 
tance program  continues  to  largely  determine  the  eligibility  policy. 

2.3.3      Geographic  Distribution 

Although  Medicaid  is  provided  to  persons  in  forty-nine  States  and 
the  District  of  Columbia,  expenditures  are  distributed  very  unevenly 
between  States.  Exhibit  2.3.3a  and  2.3.3b  on  the  following  pages  show 
that  New  York  and  California  alone  account  for  over  one-third  of  Medi- 
caid expenditures,  and  nearly  that  proportion  of  recipients.  New 
York,  which  has  the  second  highest  number  of  recipients  (13.3%)  has  by 
far  the  highest  expenditures,    totaling   21.2%   of  all  expenditures. 

The  dramatic  concentration  of  Medicaid  recipients   and  expendi- 
tures  cannot  be   attributed  solely  to  large    concentrations   of  poor  per- 
sons.     The   top   ten  States   shown  on  Exhibit   2.3.3b  have   only   forty-four 
percent  of  all  poor  persons  but  account   for  sixty-eight  percent  of 
expenditures.      With  two  or  three   exceptions,   these   States  have  medi- 
cally needy  programs,    set  high   income   and  resource   levels,   and  cover 
most  of  the   optional   Medicaid  groups. 
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EXHIBIT   2.3.3a 

TOTAL    MEDICAID   VENDOR   PAYMENTS 
BY    SIZE   OF   STATE   PROGRAM,    FY    1976 


Twenty   Largest 
States 
82.8% 


New  York 
21.2% 


California 
12.7% 


Illinois 

Michigan 

Pennsylvania 

Texas 

Massachusetts 

Ohio 

Wisconsin 

New  Jersey 


Minnesota* 

Georgia 

Maryland 

Indiana* 

North 

Carolina* 


Louisiana 

Connecticut* 

Florida 

Tennessee* 

Virginia 


All   Other  States 
17.2% 


Ten  Largest 

States 

67.5% 


) 


*Not   in   top   twenty    for 
number  of  recipients. 
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EXHIBIT   2.3.3b 

TOTAL   MEDICAID  POPULATION   BY 
SIZE   OF   STATE   PROGRAMS,    FY    1976 


Twenty  Largest 
States 
83.4% 


California 
16.9% 


New  York 
13.3% 


Puerto   Rico* 

Pennsylvania 

Illinois 

Massachusetts 

Michigan 

Ohio 

Texas 

New  Jersey 


Georgia 

Maryland 

Alabama* 

Florida 

Missouri* 


Kentucky 

Wisconsin 

Virginia 

Louisiana 

Washington* 


> 


Ten  Largest 

States 

67.8% 


All  Other  States 
16.6% 


*Not  in  top  twenty 
for  expenditures. 
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CHAPTER  3 
EQUITY  AND  INCENTIVE  ISSUES  IN  MEDICAID  ELIGIBILITY 


3.1  Framework  for  Analysis 

Almost  everyone  would  agree  that  Medicaid  has  been  tremendously 
successful  in  extending  health  care  to  poor  people.  Yet  almost 
everyone  would  also  agree  that  there  are  people  who  are  not  eligible 
for  Medicaid  who  should  be.  Some  also  say  that  the  current  Medicaid 
population  contains  recipients  who  are  not  really  in  need  of  medical 
services . 

In  this  chapter,  key  areas  of  Medicaid  eligibility  policy  are 
examined  to  see  what  problems  seem  to  exist.   The  analysis  is  fo- 
cused on  equity  and  incentive  issues  in  Medicaid  eligibility  policy. 
The  purpose  of  looking  at  the  equity  and  incentive  effects  of  eligi- 
bility policy  is  to  examine  the  existing  system  using  a  set  of  ideal 
criteria.   Without  having  such  measures,  it  is  extremely  difficult 
to  discuss  why  certain  areas  of  Medicaid  eligibility  create  problems. 
In  order  to  say  that  certain  provisions  are  inequitable,  or  enhance 
or  decrease  incentives  to  work  or  maintain  family  stability,  a  set 
of  definitions  is  needed. 

To  begin  with,  the  concepts  of  equity  and  incentives  are  de- 
fined, as  well  as  other  evaluation  criteria  used  to  examine  Medicaid 
policy.   Sources  of  these  problems  are  discussed  next.   Then  the 
remainder  of  the  chapter  is  devoted  to  a  discussion  of  equity/ 
incentive  problems  in  Medicaid  eligibility. 
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3.1.1   Definitions  of  Equity  and  Incentives* 

Equity 

Equity  may  be  divided  into  two  parts:   horizontal  equity  and 
vertical  equity.   Horizontal  equity  refers  to  the  concept  that  persons 
in  similar  circumstances  should  be  treated  similarly.   Thus,  Medicaid 
eligibility  policy  should,  to  the  extent  possible,  treat  people  in 

like  situations  the  same.   Categorization  is  one  method  of  defining 

i 

similar  circumstances — all  aged,  blind,  and  disabled  persons  are 
like  one  another  and  are  treated  similarly  by  the  system.   Uniform  in- 
come levels  are  another  way  of  treating  people  with  like  income  the 
same.   Yet  there  are  many  ways  in  which  Medicaid  eligiibility  policy 
does  not  seem  to  follow  the  principle  of  horizontal  equity,  as  is  dis- 
cussed below. 

The  second  equity  concept  is  that  of  vertical  equity.   As  applied 
to  the  discussion  here,  the  principle  of  vertical  equity  states  that 
persons  and  families  who  earn  more  should  end  up  with  a  greater  total 
income  than  those  who  earn  less.   A  related  concept  is  that  persons  and 
families  with  greater  needs  should  receive  more  than  those  with  fewer 
needs.   These  principles,  too,  are  often  not  followed  by  Medicaid 
policy. 

Incentives 

An  income  maintenance  or  health  care  financing  system  may  be  neu- 
tral with  respect  to  incentives,  or  it  may  reward  certain  types  of 
behavior  and  penalize  others.   At  a  minimum,  the  system  should  not 
reward  behavior  which  society  generally  views  as  undesirable.   The 
current  system  of  determining  Medicaid  eligibility  affects  work  behav- 
ior, family  stability,  and  institutionalization,  areas  in  which  our 
society  has  rather  clear  notions  of  desirable  behavior. 


*This  section  relies  heavily  upon  Barth,  Carcagno  and  Palmer, 
Towards  An  Effective  Income  Support  System,  Institute  for  Research  on 
Poverty,  1974. 
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Working  is  generally  considered  desirable  and  beneficial.   There- 
fore, the  income  maintenance  and  Medicaid  programs  should  operate  with 
a  strong  work  incentive — those  persons  who  are  able  to  work  should 
have  a  strong  incentive  to  do  so.   At  the  very  least,  persons  who  work 
should  end  up  with  more  income  than  those  who  do  not.   Under  the 
present  income  support  and  medical  assistance  programs,  however,  those 
who  work  sometimes  end  up  with  less  total  income  because  of  high  bene- 
fit reduction  rates.   Some  people  thus  feel  that  incentives  to  work 
are  not  strong  enough;  others  feel  they  are  ineffective  and  expensive. 

Similarly,  society  strongly  believes  in  family  stability.   There- 
fore, Medicaid  at  the  least  should  neither  create  incentives  for  fami- 
ies  to  break  up,  nor  discourage  family  formation.   The  current  program, 
however,  defines  eligibility  by  categories,  and  thus  establishes  an 
incentive  for  people  to  self-select  themselves  into  a  category.   The 
absence  of  an  assistance  program  for  intact  families  in  several  of  the 
States  may  discourage  family  stability  in  these  States. 

Great  debate  has  occurred  in  recent  years  over  the  pros  and  cons 
of  institutionalization.   At  a  minimum,  most  people  would  agree  that  un- 
necessary institutionalization  should  not  be  encouraged  by  the  system. 
Nevertheless,  there  are  certain  aspects  of  Medicaid  eligibility  policy 
that  run  counter  to  the  principles  of  de-ins titutionalization. 

3.1.2   Additional  Evaluation  Criteria 

Most  government  programs  never  achieve  full  equity  in  their  eligi- 
bility criteria  because  resources  are  limited.   Instead,  resources  are 
targeted  on  those  most  in  need,  a  principle  known  as  target  efficiency. 
The  categorical  approach  to  income  maintenance,  for  example,  may  derive 
not  only  from  the  concept  of  "deserving  poor,"  but  also  from  notions  of 
target  efficiency.   If  it  is  true  that  the  incidence  and  duration  of 
poverty  are  greater  among  households  of  women  and  children,  then  a  pro- 
gram like  AFDC  may  well  be  target  efficient,  giving  benefits  to  those 
most  in  need. 

Unfortunately,  target  efficiency  often  conflicts  with  other  pro- 
gram objectives.   For  example,  SSI  benefits  for  the  disabled  are 
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targeted  on  the  most  severely  disabled — those  who  are  not  likely  ever 
to  become  self-supporting.   On  the  other  hand,  one  of  the  objectives 
of  the  Medicaid  program  is  to  rehabilitate  recipients  and  enable  them 
to  become  self-supporting.   Thus,  tying  Medicaid  for  the  disabled  to 
the  strict  SSI  definition  of  disability  may  target  Medicaid  benefits 
on  those  most  unable  to  pay  their  own  medical  bills,  but  doing  so 
will  deny  Medicaid  coverage  to  others  who  are  more  likely  to  benefit 
from  rehabilitation  and  become  totally  self-supporting. 

In  examining  Medicaid  eligibility  policy,  therefore,  target  ef- 
ficiency can  be  recognized  as  a  legitimate  objective,  but  any  policy 
designed  to  achieve  target  efficiency  should  not  violate  the  overall 
goals  of  Medicaid  as  stated  in  the  legislation  which  established  the 
program: 

For  the  purpose  of  enabling  each  State ,  as  far 
as  practicable  under  the  conditions  in  such  State, 
to  furnish  (1)  medical  assistance  on  behalf  of 
families  with  dependent  children  and  of  aged,  blind, 
or  disabled  individuals,  whose  income  and  resources 
are  insufficient  to  meet  the  cost  of  necessary  medi- 
cal services,  and  (2)  rehabilitation  and  other  ser- 
vices to  help  such  families  and  individuals  attain 
or  retain  capability  for  independence  or  self-care,*.... 

3.1.3   Sources  of  Equity  and  Incentive  Problems 

There  are  several  major  causes  of  the  equity  and  incentive 
problems  which  arise  in  Medicaid  eligibility  determination.   These 
include : 

•  The  linkage  of  Medicaid  to  cash  assistance; 

•  Inherent  inequities  in  cash  programs; 

•  The  lack  of  coordination  between  Medicaid  and  other  assis- 
tance programs; 

•  The  presence  of  extreme  interstate  variation  in  eligible 
groups,  financial  standards,  and  interpretations  of  regula- 
tions; 

•  The  structure  of  the  medically  needy  program;  and 

•  Medicaid  administrative  practices. 


♦Title  XIX,  Section  1901,  Social  Security  Act, 
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Many  of  the  equity  and  incentive  problems  in  Medicaid  arise 
because  of  the  almost  irrevocable  tie  between  Medicaid  eligibility  and 
cash  assistance  eligibility  criteria.   For  example,  basing  Medicaid 
coverage  on  the  cash  assistance  categories  implies  a  judgment  that 
categorical  relatedness  is  more  important  than  medical  need  (given  the 
same  low  income)  in  determining  whose  bills  for  medical  care  should  be 
paid.   It  permits  continuation  and  pyramiding  of  the  effects  of  State 
discretion  and  interstate  differences  in  benefits.   The  existing  trade- 
offs between  equity  and  target  efficiency,  universality  and  States' 
rights  may  make  some  sense  for  cash  assistance;  but  there  is  reason  to 
question  whether  the  same  trade-offs  should  apply  when  access  to  medi- 
cal care  rather  than  income  is  being  provided.   The  many  inequities 
that  exist  in  the  cash  programs  should  not  necessarily  be  carried  over 
to  Medicaid. 

Even  though  Medicaid  is  tied  to  the  cash  assistance  programs,  its 
policies  are  at  times  contradictory  or  counterproductive  to  them.   For 
example,  the  four  most  important  income-tested  programs — SSI,  AFDC, 
Food  Stamps,  and  Medicaid — are  inconsistent  with  regard  to  defining 
the  accounting  period,  the  family  unit,  the  benefit  reduction  rate, 
and  countable  income.   The  cumulative  effect  of  different  program 
policies  is  often  a  benefit  reduction  rate  in  excess  of  one  hundred 
percent,  creating  severe  inequities  and  disincentives  to  work. 

As  is  pointed  out  later  in  this  chapter,  many  equxty  problems 
within  Medicaid  are  caused  by  interstate  variations  in  groups 
covered,  benefits  provided,  income  levels  used,  and  interpreta- 
tions of  regulations.   Piggybacking  Medicaid  onto  existing  State 
cash  programs  amplifies  interstate  inequities.   Often  a  move  of  a 
few  miles  can  add  to  cash  benefits,  make  one  eligible  for  assist- 
ance and/or  Medicaid,  or  the  reverse. 

Not  only  does  the  Medicaid  program  reflect  the  inequities  and 
disincentives  inherent  in  cash  programs,  but  it  also  contains  in- 
equities of  its  own.   Because  of  the  way  medically  needy  income 
levels  must  be  set,  an  adult  applicant  sometimes  must  reduce  his/ 


3-5 


her  income  to  well  below  the  cash  assistance  level  in  order  to  be- 
come eligible  as  medically  needy.   Another  problem  is  that  there 
are  even  fewer  work  incentives  in  the  medically  needy  program  than 
in  the  cash  assistance  program. 

Finally,  how  a  State  administers  Medicaid  eligibility  policy 
makes  a  difference,  too.   Much  of  cash  and  medical  eligibility 
policy  is  left  open  to  interpretation;   thus  differences  among 
States  in  their  program  operations  are  yet  another  source  of  equity 
and  incentive  concerns. 

3.1.4  Organization  of  Equity  and  Incentive  Issues 

Considerable  thought  has  gone  into  how  the  equity  and  incen- 
tive issues  involved  in  Medicaid  eligibility  should  be  presented. 
Many  of  the  issues  relate  to  requirements  of  the  cash  assistance 
programs,  so  that  the  analysis  could  be  organized  by  AFDC-related 
issues,  SSI-related  issues,  and  then  address  issues  unique  to 
Medicaid.   However,  this  approach  makes  it  more  difficult  to  look 
at  Medicaid  eligibility  criteria  as  a  whole,  i.e.,  across  catego- 
ries and  programs.   Another  way  of  analyzing  Medicaid  equity  and 
incentive  issues  would  be  to  look  at  those  problems  which  occur 
within  States  and  then  at  those  which  occur  between  States.   This 
approach  has  considerable  appeal,  but  does  not  give  the  organiza- 
tional structure  needed  to  present  the  quantity  of  issues  which 
have  been  identified.   Presenting  the  major  equity  issues,  then 
the  moderate  issues,  and  then  the  minor  issues  was  also  considered, 
but  this  approach  was  discarded  since  such  a  grouping  is,  to  a 
great  extent,  a  matter  of  opinion. 

Finally,  several  of  the  approaches  were  combined,  resulting 
in  the  following  organization: 

•  Inequities  Caused  by  Financial  Eligibility  Criteria, 

•  Inequities  Caused  by  Restricted  Medicaid  Groups  and 
Categories , 

•  Inequities  Caused  by  Other  Non-Financial  Eligibility 
Criteria, 

•  Inequities  Resulting  from  Interstate  Variation,  and 

•  Inequities  Resulting  from  Program  Operations. 
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Because  much  of  Medicaid  eligibility  depends  on  various  finan- 
cial criteria,  Section  3.2  is  a  discussion  of  all  of  the  equity  and 
incentive  issues  related  to  Medicaid  financial  requirements.   This 
is  the  longest  section  and  contains  a  substantial  portion  of  the 
concerns  voiced  by  the  study  States.   The  categorical  and  group 
requirements  of  the  cash  assistance  programs  and  Medicaid  are  the 
subject  of  Section  3.3.   Although  the  equity  issues  discussed  in 
this  section  are  few,  they  are  of  major  significance.   Section 

3.4  covers  equity  and  incentive  issues  involved  with  all  the 
other  eligibility  criteria  which  States  use  for  Medicaid  that  are 
neither  financial,  nor  specifically  categorically  related.   Section 

3.5  provides  an  overview  of  how  key  eligibility  criteria  vary  among 
the  States  and  the  inequities  which  this  geographic  variation 
causes.   Finally,  in  the  last  section  the  equity  and  incentive 
effects  of  program  operations  are  considered.   In  many  instances, 
the  administrative  practices  of  States  affect  eligibility  just  as 
significantly  as  does  Federal  policy. 

Because  the  eligibility  requirements  for  cash  assistance  and 
Medicaid  are  extremely  complicated  and  confusing  at  times,  every 
attempt  has  been  made  to  present  the  equity  and  incentives  issues 
which  have  been  identified  in  a  clear  and  straightforward  manner. 
For  some  issues,  this  is  not  an  easy  task.   To  assist  the  reader 
in  understanding  the  issues,  case  examples  are  presented  through- 
out the  chapter.   These  are  boxed  and  in  Italic  type.   Although 
some  of  these  case  examples  were  provided  by  the  States,  most  of 
them  are  fictional.   They  were  created  to  illustrate  the  issues 
under  discussion. 

It  should  also  be  noted  that  for  most  equity  and  incentives 
issues  identified,  an  indication  is  given  of  how  the  nine  study 
States  reacted  to  the  problem.   Some  inequities  and  disincentives 
appear  to  be  of  great  concern  to  States ,  while  others  affect  only 
a  few  States  or  are  of  a  lower  priority. 
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3.2  Financial  Criteria 

Medicaid  is  a  program  for  the  poor.   Therefore,  a  major  dimen- 
sion of  eligibility  involves  defining  who  is  financially  needy. 
Whether  or  not  a  medically  needy  program  exists,  where  income  le- 
vels are  set,  how  spend-down  procedures  work,  what  the  resource 
limitations  are — all  these  factors  ultimately  define  who  is  finan- 
cially eligible. 

Each  of  these  factors  can  result  in  inequities  in  several 
ways.   First,  a  particular  provision  may  be  in  and  of  itself  un- 
fair, i.e.,  poorly  structured  or  deliberately  discriminatory. 
Second,  equity  problems  may  arise  because  the  financial  criteria 
vary  between  AFDC  and  SSI,  the  major  Medicaid  categories,  or  equity 
problems  may  occur  because  of  inconsistencies  in  the  financial 
criteria  between  the  categorically  needy  and  medically  needy  pro- 
grams . 

As  discussed  in  Chapter  2,  many  of  the  inequities  in  the  fi- 
nancial criteria  used  by  Medicaid  are  the  result  of  legislation, 
presumably  drafted  to  allow  the  States  greater  flexibility  and  to 
grant  special  priority  to  certain  recipient  groups  and  partici- 
pants in  certain  government  programs.   However,  for  other  criteria, 
it  is  more  difficult  to  explain  why  such  inequities  have  been 
allowed. 

In  any  event,  there  is  good  reason  to  question  whether  or  not 
the  financial  criteria  used  in  Medicaid  eligibility  should  be 
continued  in  their  present  form,  as  shown  by  the  problems  pre- 
sented in  the  remainder  of  this  Section.   First,  the  discussion 
is  focused  on  the  financial  inequities  existing  in  States  without 
a  medically  needy  program.   Second,  issues  of  equity  with  regard 
to  the  income  levels  used  in  Medicaid  eligibility  are  examined. 
A  review  of  equity  problems  created  by  spend-down  procedures  is 
presented  next.   Problems  involved  with  the  various  income  dis- 
regards are  reviewed  in  the  fourth  section.   Finally,  a  discussion 
of  inequities  associated  with  resource  levels  is  presented. 
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3.2.1  Inequities  When  Only  a  Categorically  Needy  Program  Exists 

Probably  the  most  significant  eligibility  decision  a  State 
makes  in  its  Medicaid  program  is  whether  or  not  to  cover  the  medi- 
cally needy.   The  absence  of  a  medically  needy  program  results  in 
one  of  the  most  controversial  and  well-known  inequities  in  State 
Medicaid  programs — one  family  receives  full  Medicaid  coverage 
while  another  with  as  little  as  $1  additional  income  gets  no 
coverage.   This  phenomenon,  called  the  "Medicaid  notch,"  can  be 
extremely  significant  to  affected  families,  because  losing  cash 
assistance  eligibility  may  mean  the  loss  of  several  thousands  of 
dollars  worth  of  medical  protection.   The  "Medicaid  notch"  exists 
because,  in  those  States  which  do  not  cover  the  medically  needy, 
medical  expenses  may  not  be  deducted  from  income  in  order  to  es- 
tablish eligibility;  if  the  applicant's  countable  income  exceeds 
the  cash  assistance  standard,  the  applicant  is  ineligible,  regard- 
less of  the  amount  of  his/her  medical  bills. 


In  a  State  without  a  medically  needy  program, 
two  totally  disabled  men    (Mr.    Smith  and  Mr. 
Elkins)    live    in    the  same  boarding  house. 
Mr.   Smith  has   unearned  income  of  $200.      This 
makes  him  ineligible  for  SSI  and  Medicaid 
since  his  income  less  the  standard  $20  dis- 
regard is  greater   than   the  SSI  payment  level 
of  $178.    ($200  -$20  =  $180)  .      Mr.    Elkins  has 
$190  in   unearned  income  and  receives   $8  a 
month  from  SSI    ($190  —  $20  =  $170)  .  He   there- 
fore is  fully  covered  by  Medicaid.      Even 
though  Mr.    Smith's  medical  needs  are  con- 
siderably greater   than  Mr.   Elkins' ,   Mr.   Smith 
gets  no  medical   coverage  at  all   from  the  State. 


Twenty-one  States  do  not  have  medically  needy  programs,  so 
it  is  evident  that  this  is  a  widespread  and  serious  problem  in 
Medicaid  eligibility.*  All  of  the  study  States  acknowledged  it 
to  be  a  priority  concern  for  eligibility  reform. 


*In  five  of  the  twenty-one  States,  the  notch  is  eliminated 
for  the  aged,  blind,  and  disabled  because  the  State  has  exercised 
its  option  to  limit  Medicaid  coverage  of  SSI  recipients  to  those 
who  meet  earlier,  more  restrictive  standards  (Section  209(b), 
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A  second  financial  inequity  occurring  in  States  which  cover 
only  the  categorically  needy  in  their  Medicaid  program  involves 
the  institutionalized.   Because  States  can  establish  separate  in- 
come levels  for  the  institutionalized,  it  would  seem  that  at  least 
this  group  would  be  protected,  even  in  States  with  only  a  catego- 
rically needy  program.   However,  Medicaid  eligibility  cannot  be 
extended  to  adult  categorical  recipients  where  gross  income  exceeds 
300%  of  the  SSI  payment  standard  (45  CFR  248.2(e)).   As  of  July  1, 
1977,  this  amount,  called  the  "Medicaid  cap,"  is  $533.40.   In  such 
situations,  even  if  a  person's  income  is  less  than  the  cost  of  care 
in  a  nursing  home,  Medicaid  eligibility  has  to  be  denied. 


In  a  State  without  a  medically  needy  program, 
an  elderly  woman,   Mrs.    Carson,   has  an  income 
of  $535  a  month,    including  Social   Security 
benefits .      As  a   result  of  a  stroke,   she  needs 
nursing  home  care,   probably  for  the  rest  of 
her  life.      The  cost  of  care  for  nursing  homes 
in  her  State  is   $750  a  month.      Although  she 
cannot  pay  the  cost  of  care,   neither  can  she 
become   eligible  for  Medicaid  since  her  income 
is   too  high.      Mrs.    Carson  would  be  willing  to 
contribute  all   of  her  income   to  help  pay  for 
the  care.      The  Federal   courts  rule  that  she 
cannot  refuse   the  Social   Security  benefits  in 
order   to  become  eligible  for  Medicaid  cover- 
age. 


Generally,  the  study  States  affected  were  opposed  to  this 
"Medicaid  cap"  for  the  categorically  needy  institutionalized. 
It  seemed  unreasonable  to  them  that  the  income  cut-off  level 
ever  be  established  at  less  than  the  cost  of  care  for  persons  re- 
quiring nursing  home  services. 


Social  Security  Amendments  of  1972) .   As  a  result,  these  States 
must  allow  all  aged,  blind,  and  disabled  persons  to  establish  eli- 
gibility by  spending  down,  i.e.,  by  incurring  medical  bills  greater 
than  the  amount  by  which  their  income  exceeds  the  income  standard. 
See  the  glossary  for  a  full  definition  of  the  spend-down  process. 


3-10 


3.2.2  Income  Levels 

All  States  have  considerable  discretion  in  establishing  the 
income  levels  which  are  used  for  Medicaid  eligibility.   The  income 
levels  used  for  eligibility  are  frequently  the  subject  of  reform 
discussions,  so  it  is  important  to  review  carefully  the  equity 
problems  which  they  can  cause. 

Income  Levels:   Inequities  Between  Categories  of  Cash  Assistance 

A  minimum  SSI  income  level  exists  nationwide  because  of  the 
federalization  of  the  adult  cash  assistance  programs  in  1974. 
However,  States  are  free  to  establish  their  AFDC  income  levels 
wherever  they  choose .   States  also  have  the  option  to  supplement 
the  SSI  payment  level.   There  are  no  rules  or  regulations  regard- 
ing where  States  are  to  set  their  AFDC  levels  or  the  extent  to 
which  they  must  supplement  SSI.*   Not  surprisingly,  the  methods  by 
which  States  arrive  at  particular  income  levels  for  the  cash  assis- 
tance programs  vary  considerably,  and  the  levels  vary  too. 

Ignoring  the  issue  of  how  fair  the  methods  are  which  States 
use  to  establish  the  income  levels,  the  variation  between  the  AFDC 
level  and  the  adult  levels  within  some  States  is  amazing.   Exhibit 
3-1  on  the  following  page  depicts  the  cash  assistance  income  pay- 
ment levels  for  the  study  States. 

Perhaps  a  case  can  be  made  for  varying  income  levels  by  dif- 
ferent categories,  but  it  hardly  seems  likely  that  the  range  of 
variation  existing  in  some  States  is  defensible.   And  even  if  such 
income  variations  can  be  justified  for  the  cash  programs,  there  is 
reason  to  question  whether  or  not  the  determination  of  need  for 
medical  care  should  follow  the  same  pattern. 


*There  are  two  exceptions  to  this  general  statement:   1)  Sec- 
tion 212  of  P.L.  93-66  requires  States  to  supplement  the  Federal 
SSI  payment  to  persons  who  were  recipients  of  cash  assistance  just 
prior  to  the  implementation  of  SSI,  if  supplemention  is  necessary 
to  maintain  the  income  of  such  persons  at  its  December,  1973  level. 
2)  Section  2(a)  of  P.L.  94-585  effectively  requires  States  which 
have  a  supplementation  program  to  pass  through  the  annual  cost-of 
living  increases  in  the  basic  SSI  payment,  unless  the  State's  case- 
load increases. 
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EXHIBIT  3-1 


CASH  ASSISTANCE  INCOME  PAYMENT  LEVELS  AMONG  STUDY  STATES 
FOR  PERSONS  LIVING  IN  THEIR  OWN  HOMES 


(Figures  are  amounts  per  month) 


State 


AFDC 


SSI' 


Alabama 

1  person           $  59 

2  persons           $  89 

3  persons           $118 

$1712 
$292 

Oregon 

1  person           $190 

2  persons           $240 

3  persons           $302 

$180 
$262 

Oklahoma 

1  person            

2  persons           $183 

3  persons           $232 

$190 
$275 

Illinois 

1  person            $  69 

2  persons           $216 

3  persons           $261 

$1683 
$2523 

Wisconsin 

4 

1  person          $171-186 

2  persons         $304-330 

3  persons         $362-392 

$234 
$351 

West 
Virginia 

1  person           $121 

2  persons           $164 

3  persons           $206 

$168 
$252 

North 
Dakota 

1  person           $154 

2  persons           $235 

3  persons           $302 

$168 
$252 

Missouri 

1  person           $  56 

2  persons           $100 

3  persons           $135 

$168 
$252 

New  York 

4 

1  person            $246a 

2  persons           $3334 

3  persons           $394 

$229 
$328 

These  SSI  payment  levels  do  not  reflect  the  July  1,  1977, 

cost-of-living  increase. 

2 
The  SSI  payment  level  in  Alabama  for  the  blind  is  $168. 

3 
Plus  additional  costs  determined  through  an  itemized 

budget  for  special  needs. 

4 
Shelter  costs  are  variable.   For  New  York,  amounts  given 

are  maximum  for  New  York  City. 
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In  State  X,   which  does  not  have  a  medically 
needy  program,   Mrs.   Martin  and  her  three  year 
old  child  have  unearned  monthly  income  of  $200 
(Social   Security) .      The  child  has  a  chronic 
asthma  problem.      The  mother  is  a   diabetic. 
Both  require  continuous  medical    treatment. 
They  are  not  eligible  for  cash  assistance  or 
Medicaid  since   the  AFDC  income  level   is   $100 
a  month  for  a  family  of  two.      In   the  same 
State,   Mr.    and  Mrs.    Palmer,    an  aged  couple, 
receive   $200  a  month  in  Social  Security  bene- 
fits.     Since   the  applicable  SSI  income  level 
for   them  is   $267 ,    they  receive   $87  from  SSI, 
and  they  are  eligible  for  Medicaid.      They 
have  no  medical   problems.      Both  cases  meet 
the  categorical   requirements  for  cash  and 
Medicaid  eligibility  and  both  have  the  same 
Social   Security  income,   but  only   the  aged 
case  meets   the  State's  income   test. 


Because  States  do  not  report  how  they  arrive  at  income  levels , 
it  is  impossible  to  analyze  what  assumptions  are  made  which  might 
explain  the  difference  in  income  levels  between  the  categories. 
Nevertheless ,  Medicaid  eligibility  is  directly  tied  to  those  in- 
come levels.   Thus,  otherwise  eligible  family  units  with  the  same 
income  living  in  the  same  State  are  differentially  eligible  for 
Medicaid,  depending  on  the  applicable  categorical  income  level. 

In  all  of  the  nine  study  States,  income  levels  varied  by 
category  for  filing  units  of  the  same  size.   In  all  but  one  State, 
the  adult  categories  have  higher  income  levels.   Most  States  re- 
cognized some  inequity  in  the  situation,  but  felt  this  was  not  a 
major  problem.   Some  indicated  that  two  adults  (SSI)  obviously 
have  greater  living  expenses  than  an  adult  and  a  child  (AFDC) , 
thus  justifying  different  levels.   Others  said  that,  historically, 
it  has  always  been  easier  to  enact  more  generous  levels  of  assis- 
tance for  the  adult  categories  than  for  families. 

Income  Levels:   Inequities  Between  the  Categorically  Needy  and 
Medically  Needy  Programs 

A  second  type  of  inequity  with  regard  to  income  levels  exists 
between  the  cash  assistance  levels  and  the  medically  needy  levels. 
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Unlike  the  variable  income  level  for  cash  assistance,  the  medically 
needy  income  level  is  uniform  across  categories;   it  varies  only 
with  family  size.   And,  once  a  State  has  decided  where  it  wants  to 
set  its  cash  assistance  levels,  there  are  very  strict  and  very 
confusing  rules  limiting  where  it  may  set  its  medically  needy  level. 

Federal  regulations  (45  CFR  248.3)  establish  a  minimum  for  the 
medically  needy  level,  based  on  the  State's  cash  assistance  levels. 
For  families  of  three  or  more  persons,  the  medically  needy  income 
level  for  each  size  family  must  be  equal  to  or  higher  than  the  in- 
come level  used  to  determine  eligibility  for  cash  assistance  (usu- 
ally called  the  payment  standard)  (45  CFR  248. 3  (c)  (1)  (ii) (A) ) . 
For  individuals  or  two-person  families,  the  medically  needy  income 
level  must  be  equal  to  or  higher  than  the  highest  payment  standard 
used  in  any  of  the  cash  programs  (AFDC,  SSI-aged,  SSI-blind,  SSI- 
disabled)  (45  CFR  248.3(c)  (1)  (ii)  (B) ) .* 

Federal  regulations  (45  CFR  248.4)  also  establish  a  maximum 
for  the  medically  needy  level,  also  based  on  the  State's  cash  assis- 
tance levels.   The  medically  needy  level,  for  each  family  size, 
may  not  exceed  133  1/3  percent  of  the  highest  amount  which  would 
ordinarily  be  paid  to  an  AFDC  family  of  the  same  size.   (45  CFR 
248.4 (b) (4) (i)  and  (ii)).   If,  for  any  family  size,  the  "minimum" 
level  is  higher  than  this  maximum,  then  the  medically  needy  level 
for  that  family  size  must  be  set  equal  to  the  maximum.** 

The  upper  limit  placed  on  the  medically  needy  level  is  not 
only  extremely  confusing,  it  also  creates  severe  inequities. 
Because  the  AFDC  payment  standard  is  often  well  below  the  SSI- 
related  payment  standard,  and  because  in  several  States  the 
"highest  amount  ordinarily  paid  to  an  AFDC  family"  is  less  than 
the  AFDC  payment  standard,  133  1/3  of  the  AFDC  "highest  amount 
ordinarily  paid"  can  be  less  than  the  SSI-related  payment  standard. 
When  this  occurs,  the  medically  needy  level  will  be  lower  than  the 


*209(b)  States  may,  if  they  choose,  continue  to  use  the  medi- 
cally needy  levels  in  effect  in  January,  1972,  when  determining 
Medicaid  eligibility  for  aged,  blind  and  disabled  persons. 

**Both  these  regulations  are  based  directly  on  requirements 
found  in  the  Law  (Social  Security  Act,  Title  XIX) . 

3-14 


cash  assistance  level  for  the  adult  categories.   The  medically 
needy  level  may  also  be  lower  than  the  cash  assistance  level  for 
the  adult  categories  when  a  209(b)  State  chooses  to  continue  to 
use  its  January,  1972  medically  needy  level  for  the  adult  catego- 
ries.  Although  the  cause  is  different,  the  same  inequity,  called 
a  "negative  medically  needy  band,"  results. 

Thus,  the  structuring  of  the  medically  needy  level  is  much 
different  than  might  reasonably  be  expected.   One  would  hope  that 
the  medically  needy  level  would  always  exceed  the  cash  payment 
level,  so  that  medical  assistance  eligibility  would  extend  gradu- 
ally to  people  whose  income  was  too  high  for  cash  assistance. 
In  addition  to  increasing  the  eligible  population  at  large,  there 
would  be  a  continuous  transition  into  medical  assistance-only 
coverage  for  those  people  who,  for  one  reason  or  another,  lose 
cash  assistance  benefits  but  are  not  capable  of  covering  their 
medical  expenses.   But  the  regulatory  requirements,  combined  with 
the  wide  disparity  between  AFDC  and  SSI  payment  levels,  prevent 
this  from  happening  in  some  States.   Thus,  adult  medically  needy 
recipients  can  have  less  money  available  to  meet  their  mainten- 
ance needs  than  the  categorically  needy — the  opposite  of  what 
seems  equitable . 

Of  the  six  study  States  with  medically  needy  programs,  two 
had  this  inequity  for  the  adult  medically  needy  caseload. 


Mr.   Martinez,    a   disabled  SSI  recipient  in 
State  X,   receives  a   $10  increase  in  his  re- 
tirement benefits   to  $200  monthly  and   thus 
becomes  ineligible  for  SSI.      The  SSI  payment 
standard  in  his  State  is   $178.      The  medically 
needy  standard  in  his  State  is   $160,    the 
maximum,    since   the  AFDC  payment  level   is   $120 
for  a  family   unit   of  one    ($120  x  133  1/3%  =  $160)  . 
Therefore ,    this  former  SSI  recipient   finds   that, 
to   continue  his  Medicaid  eligibility ,    he  must 
"spend-down"   $40  per  month  out-of-pocket   for 
medical   needs,    leaving  only   $160   for  regular 
maintenance  needs.      Exhibit   3-2  following  de- 
picts  the  situation  for  this  case. 
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EXHIBIT  3-2 

CASH  AND  MEDICALLY  NEEDY  LEVELS  FOR  ONE  PERSON  IN  STATE  X 
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A  second  inequity  related  to  medically  needy  income  levels 
occurs  because  of  special  needs.   The  recognition  of  special 
needs  in  eligibility  determination  and  budgeting  simultaneously 
creates  both  equity  and  inequity.   Equity  is  created  when 
special  needs  are  considered  because  some  people  require  more 
resources  than  others  to  obtain  a  minimum  level  of  subsistence. 
Special  need  allowances  are  an  attempt  to  consider  people's  rela- 
tive abilities  to  cover  basic  maintenance  costs.   However,  States 
have  moved  away  from  extensive  special  need  allowances  both  be- 
cause it  is  difficult  to  identify  every  type  of  special  need  and 
because  special  need  determination  is  overly  dependent  upon  worker 
discretion. 
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With  the  conversion  to  SSI,  special  needs  were  eliminated 
from  the  Federal  program  for  the  adult  categories.*  The  SSI  stan- 
dard was  intended  to  cover  both  basic  needs  and  the  most  prevalent 
minor  special  needs.   However,  some  States  continue  to  recognize 
some  special  needs  for  the  adult  categories  in  their  optional  sup- 
plementation programs.   Also,  many  States  continue  to  recognize 
special  needs  for  AFDC  recipients. 

The  inequity  of  interest  here  is  that  special  needs  consider- 
ation effectively  changes  the  income  level  to  be  used  for  a  par- 
ticular case  in  determining  cash  assistance  eligibility.   By  law, 
if  a  State  recognizes  special  needs  in  its  AFDC  program,  these 
needs  have  to  be  included  in  initial  eligibility  determination. 
However,  by  regulation,  a  State  cannot  recognize  special  needs 
in  determining  medically  needy  eligibility.   Therefore,  for  a 
case  with  a  special  need,  the  income  level  for  cash  assistance 


A  two-person  AFDC  case  in  a  northern  State  is 
allowed  to  include  in   the  budget   $50  per  month 
extra  for  excess  fuel   and   utilities   throughout 
the  winter.      This  raises   the  cash  level   from 
$150  for   the   case   to   $200.      The  medically 
needy  level   for  the  State  is   $180   per 
month  for  a  family  of  the  same   size.      Two 
families  of  the  same  size — the  Rodgers  and 
the  Williams — apply  for  assistance.      The 
Rodgers  family  has  no  other  income  or  re- 
sources,   and  receives  an  AFDC  grant   of  $200 
during  the  winter  months    ($150 +  $50 =  $200) . 
The  Williams  family  has  Social   Security  in- 
come of  $220  per  month,   but   is  otherwise 
similar  to   the  Rodgers.      The  Williams  apply 
for  Medicaid  as  medically  needy.      They  will 
have   to  spend   $40  per  month  on  medical   care, 
leaving  then   only   $180   for  other  maintenance 
needs     before     they  can  become  eligible  for 
Medicaid    ($220  —  $180  =  $40) .      The  fact   that 
they  too  may  have  high  fuel   costs  is  not  con- 
sidered.     Medical    care  is  automatically  paid 
for  by  Medicaid  for  the  Rodgers,   but   the 
Williams  have  to  spend-down   to  receive  bene- 
fits. 


*For  further  detail,  see  Special  Needs  of  Aged,  Blind,  and 
Disabled  Welfare  Recipients  Before  and  After  SSI,  Urban  Systems  Re- 
search and  Engineering,  Inc.,  March  31,  1976. 
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will  be  adjusted  in  some  States.  However,  in  the  same  States,  if  a 
case  with  a  special  need  applies  for  medically  needy  coverage  only, 
the  special  need  will  be  ignored. 

Probably  the  major  special  need  States  would  like  to  be  able 
to  recognize  in  Medicaid  eligibility  determination  is  the  "essen- 
tial person."  An  essential  person  is  an  ineligible  spouse,  a 
relative,  or  a  friend  who  lives  with  the  applicant,  who  is  finan- 
cially dependent  on  the  applicant  and  on  whom  the  applicant's 
well-being  depends.   Typically,  the  essential  person  is  a  spouse 
who  takes  care  of  the  home  and  provides  many  supportive  services. 

Prior  to  the  conversion  to  SSI,  most  States  recognized  the 
budget  item  of  an  essential  person  in  their  cash  assistance  pro- 
grams for  the  adult  categories.   However,  Medicaid  by  regulation 
could  only  be  extended  to  essential  spouses .   If  a  particular  case 
included  the  spouse  of  the  recipient  as  an  essential  person,  that 
"essential  spouse"  could  be  made  eligible  for  Medicaid,  at  State 
option.   (The  cash  assistance  recipient  himself  was,  of  course, 
automatically  eligible  for  Medicaid) .   However,  the  budget  item  of 
an  essential  person  could  not  be  included  when  determining  Medicaid 
eligibility  as  medically  needy,  because  it  was  treated  as  a  spe- 
cial need.   Thus,  if  an  applicant  who  required  assistance  from  an 
essential  person  applied  for  Medicaid  as  medically  needy,  he  would 
have  to  spend-down  to  a  level  well  below  the  cash  assistance  level 
in  order  to  become  eligible;   and  the  essential  person,  even  if 
the  spouse,  could  never  become  eligible  for  Medicaid. 

Since  the  conversion  to  SSI,  this  inequity  has  been  rectified. 
SSI  does  not  recognize  essential  persons  in  its  eligibility  deter- 
mination, so  States  cannot  make  them  eligible  for  Medicaid.*  While 
it  is  equitable,  this  solution  may  result  in  the  institutionaliza- 
tion of  persons  who  would  be  able  to  remain  at  home  if  the  medical 
and  maintenance  needs  of  their  essential  helpers  could  be  met. 
States  visited  strongly  recommended  including  essential  persons  at 
least  for  Medicaid. 


*SSI  continues  to  recognize  the  budget  item  of  an  essential 
person  for  those  cases  for  whom  the  item  was  included  prior  to 
conversion.   Also,  under  Section  230  of  P.L.  93-66,  the  "essential 
spouses"  in  such  cases  continue  to  be  eligible  for  Medicaid. 
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Mr.   Reece,   a  blind  SSI  recipient,   is   totally 
dependent  on  his  wife  to  take  care  of  the 
home,   prepare  his  meals,   and  assist  him  in 
getting  around.      His  wife  worked  until  his 
health  became  poor  in   the  last   year.      She  is 
59   years   old  and  cannot  qualify  for  SSI  al- 
though she  has  some  health  problems.      She 
has  no  income.      They  both  live  off  his  SSI 
grant  of  $178  a  month.      Prior   to  conversion 
to  SSI,   her  needs  would  have  been  included 
in  his  budget   and  she  would  have  been   eligi- 
ble for  Medicaid.      Now  she  is  ineligible  for 
both  cash  and  Medicaid.      The  couple  is   con- 
sidering whether  he  should  enter  a  nursing 
home  so  that  she  may  return   to  work. 


3.2.3  Spend- down 

When  a  State  has  a  medically  needy  program  or  if  it  is  a 
209(b)  State,  persons  of  any  income  level  can  become  eligible  for 
Medicaid,  provided  they  meet  other  eligibility  requirements.   In 
order  to  become  eligible,  these  persons  must  go  through  what  is 
called  the  spend-down  process,  i.e.,  they  must  incur  medical  ex- 
penses at  least  equal  to  the  amount  by  which  their  income  exceeds 
the  medically  needy  level  (or  the  adult  medical  assistance  level 
in  209(b)  States).   The  difference  between  the  applicant's  count- 
able income  (before  considering  medical  expenses)  and  the  medically 
needy  income  level  is  called  the  "spend-down  liability."   Medical 
expenses  up  to  the  amount  of  the  spend-down  liability  remain  the 
responsibility  of  the  applicant;   Medicaid  pays  for  (covered) 
medical  care  beyond  that  amount. 

Spend-down  is  of  critical  importance  because  it  eliminates 
any  arbitrary  income  eligibility  cut-off  point  for  Medicaid.   It 
allows  Medicaid  eligibility  to  be  extended  to  persons  whose  income 
is  a  little  higher  than  that  of  the  cash  assistance  population, 
but  whose  medical  expenses  are  greater  than  the  income  difference. 
Thus,  spend-down  is  a  key  factor  in  equalizing  eligibility  for 
Medicaid;   however,  it  is  not  without  some  equity  problems,  as 
was  learned  in  the  State  visits  and  from  previous  studies. 
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Of  the  nine  States  visited  by  USR&E,  seven  have  some  form  of 
spend-down  program.   Almost  without  exception,  States  disliked  this 
aspect  of  Medicaid  eligibility  determination,  objecting  primarily 
to  the  administrative  aspects,  but  also  to  some  clear  inequities 
contained  within  spend-down.   Even  States  without  spend-down  pro- 
grams indicated  that  spend-down  was  one  of  the  main  reasons  they 
did  not  cover  the  medically  needy. 

Three  equity  problems  involving  spend-down  have  been  identi- 
fied.  The  first  involves  the  issue  of  incurment  versus  payment  of-- 
expenses.   The  second  involves  the  establishment  of  accounting 
periods  for  spend-down  cases.   The  definition  of  allowable  expenses 
for  spend-down  is  a  third  equity  issue. 

Spend-down:   Inequities  Caused  by  Incurment 

Perhaps  the  most  controversial  aspect  of  the  spend-down  pro- 
gram is  the  concept  of  incurment.   According  to  the  Medicaid  sta- 
tute,* medically  needy  applicants  are  supposed  to  be  able  to  dis- 
regard from  their  income  any  medical  expenses  which  they  have  in- 
curred; the  applicant  may  disregard  such  expenses  even  if  (s)he  has 
not  actually  paid  the  bills  for  them,  as  long  as  the  bill  is  his/ 
her  own  responsibility  (not  covered  by  some  other  third  party) . 
On  the  surface,  the  concept  of  incurment  is  an  equitable  one.   A 
previous  study  of  spend-down  found  that  payment  of  large  spend- 
down  obligations  was  often  extremely  difficult  for  spend-downers. ** 
Thus ,  requiring  only  incurment  enables  the  individual  to  collect 
bills,  establish  eligibility  for  Medicaid,  and  pay  off  the  incurred 
spend-down  liability  as  best  (s)he  can. 

In  practice,  however,  the  concept  of  incurment  rewards  those 
who  do  not  pay  their  bills.   Because  Medicaid  makes  payments  to 
vendors,  not  to  individuals,  the  individual  who  has  paid  bills  in 


♦Social  Security  Act,  Section  1903(f)(2). 
**USR&E,  An  Evaluation  of  Medicaid  Spend-down.   1976, 
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excess  of  his  spend-down  liability  will  not  be  reimbursed.*  In  addi- 
tion, the  Medicaid  law  does  not  require  that  the  spend-downer  actually 
pay  his/her  bills  in  order  to  become  or  remain  eligible  for  Medicaid; 
thus  an  applicant  may  become  eligible  without  ever  having  paid  for  any 


care , 


Two  aged  applicants,   Mr.    Evans  and  Ms.    Chen, 
each  have  a  spend-down  liability  of  $200. 
Each  presents  medical   bills  equalling  $200. 
Ms.    Chen  sets  aside   $30  each  month  to  pay 
off  her  medical   debt.      Mr.   Evans  never  pays 
anything.      Both  are  eligible  for  Medicaid. 


States  are  upset  about  the  incurment  provision.   Several 
States  pointed  out  that  the  system  rewards  those  who  do  not  pay 
bills.   However,  other  States  pointed  out  that  the  medically 
needy  levels  are  so  unrealistically  low — in  some  cases  below  the 
cash  assistance  level  for  the  adult  categories — that  it  is  unrea- 
sonable to  expect  spend-downers  to  actually  pay  the  full  amount 
of  their  liabilities. 

In  actual  practice,  some  of  those  States  which  oppose  the 
concept  of  incurment  have  devised  methods  for  requiring  payment. 
A  couple  of  States  have  instituted  a  collection  account  system 
for  non- institutionalized  spend-downers ;      under  this  system  the 
recipient  pays  his  spend-down  liability  directly  to  the  State 
each  month,  and  Medicaid  then  pays  for  all  (covered)  care.   Other 
States  worried  that  Medicaid  was  being  billed  for  expenses  which 
should  have  been  part  of  the  spend-down  liability;   therefore,  they 
require  evidence  of  payment  before  granting  a  Medicaid  card  to  a 
spend-downer.**  In  these  last  States,  spend-down  applicants  face 
the  difficulty  of  finding  six  months'  worth  of  "excess  income" 
(the  usual  accounting  period)  in  order  to  pay  their  spend-down 
liabilities. 


*States  may,  at  their  option,  reimburse  medically  needy  re- 
cipients for  physicians'  and  dentists'  services;   however,  few 
States  have  chosen  to  do  so. 

**It  should  be  noted  that  both  of  these  practices  are  not  in 
compliance  with  Federal  regulations. 
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A  second  inequity  caused  by  the  incurment  concept  results  be- 
cause some  potential  spend-downers  are  not  able  to  obtain  medical 
services  on  credit.   In  most  States,  the  spend-down  liability  is 
calculated  using  a  six-month  accounting  period.   Thus,  spend-down 
applicants  are  required  to  incur  medical  expenses  equal  to  six 
months'  "excess  income"  before  they  become  eligible.   Since  many 
spend-down  applicants  are  on  fixed  monthly  incomes ,  they  are  often 
unable  to  pay  six  months'  worth  of  excess  income  for  medical  ^ex- 
penses.  One  of  the  reasons  for  allowing  incurment  is  to  overcome 
this  problem;   and,  for  persons  who  have  emergency  health  problems, 
incurment  usually  works  well — hospitals  and  other  emergency  pro- 
viders usually  will  provide  care  on  credit.   For  persons  with 
chronic  ambulatory  care  needs,  however,  the  situation  is  more 
difficult.   Physicians  and  druggists  are  sometimes  unwilling  to 
extend  credit  to  low  income  persons.   Persons  with  heavy  ambula- 
tory care  needs,  therefore,  may  find  it  very  difficult  to  meet 
the  spend-down  liability  and  become  eligible  for  Medicaid  because 
they  cannot  obtain  credit. 


Ms.    Brazil,   a  disabled  applicant  in  Massachu- 
setts ,   had  a  monthly  income  of  $294,   while  the 
State's  monthly  protected  income  level   for  her 
category  was   $199.      Her  excess   income,    or 
spend-down,   was  determined  to  be  $570  for  a 
six  month  period.      The  applicant  had  a  chronic 
drug  need  for  Vivonex,   an  artificial   nutrient 
which  she  required  because  she  was  not  able 
to  retain  ordinary  food. 

The  cost  of  Ms.    Brazil's  monthly  prescription 
of  Vivonex  was   $360.      Since  her  spend-down 
was  set   at   $570,    she  needed   to  obtain  just 
over  a  one-and-a-half  months'    supply  of  the 
nutrient  before  Medicaid  eligibility  would 
commence.      She  could  not  find  a   druggist 
willing   to  allow  her   to  incur   that   great   an 
expense;      consequently ,    she   could  not  spend- 
down  because  she  did  not  have   $570  available 
in   cash.* 


*Based  on  actual  court  case,  Brazil  vs.  Minter  in  U.S.  Dis- 
trict Court  (Civil  Action  210. 73-1600-C) .   A  temporary  injunction 
was  issued  for  Ms.  Brazil  which  required  that  she  be  allowed  to 
spend-down  on  a  monthly  basis.   Ms.  Brazil  died  before  the  case 
was  settled. 
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Spend-down:   Inequities  Caused  by  Different  Accounting  Periods 

Federal  regulations  permit  the  use  of  a  prospective  account- 
ing period  for  spend-down;  this  period  may  extend  forward  as  much 
as  six  months : 

"...within  a  period,  not  in  excess  of  six  months  ahead, 
including  the  month  in  which  medical  services  which 
are  covered  under  the  plan  were  rendered."* 

In  practice,  States  have  adopted  accounting  periods  ranging 
from  one  to  six  months,  but  the  six  month  period  is  the  most  com- 
monly used.   While  States,  by  design,  are  permitted  discretion,  the 
variable  accounting  period  can  be  extremely  inequitable  for  spend- 
down  cases. 

In  Exhibit  3-3,  four  cases  are  presented.   The  cases  have 
identical  month-by-month  patterns  of  medical  expenses  (shown  in 
column  3)  and  the  same  total  income  over  a  six-month  period.   The 
cases  vary  in  income  pattern  (shown  in  column  1)  and  in  the  ac- 
counting period  used.   Case  1  is  an  individual  with  a  steady  in- 
come of  $250  a  month  in  a  State  which  uses  a  six-month  accounting 
period.   Case  2  represents  an  individual  with  the  same  income 
stream  in  a  State  which  uses  one-month  accounting  for  spend-down. 
Cases  3  and  4  represent  persons  with  erratic  income  streams  using 
a  six-month  and  one-month  accounting  period  respectively.   In  all 
cases,  the  medically  needy  level  is  $200  per  month.   The  applic- 
able spend-down  liability  at  the  beginning  of  each  month  is  shown 
in  column  2  of  each  case,  and  each  case's  out-of-pocket  (or  un- 
covered) medical  expenditures  are  shown  in  column  4. 

As  the  exhibit  indicates,  out-of-pocket  medical  expenditures  do 
not  change  as  either  the  pattern  of  income  receipt  or  the  pattern  of 
medical  expenses  changes,  if  a  six-month  accounting  period  is  used. 
If  a  one-month  accounting  period  is  used,  however,  the  recipient's 
dollar  liability  depends  very  much  on  the  relative  timing  of  in- 
come and  medical  expenses  and  will  usually  differ  from  the  liability 


*45  CFR  248.4(c) (4) 
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EXHIBIT  3-3 
EFFECT  OF  DIFFERENT  ACCOUNTING  PERIODS  FOR  SPEND- DOWN* 


Case  1:   Steady  Income; 

6-Month  Accounting 

Period 

Case  2: 

Steady  Income; 

1-Month  Accounting  Period 

Month 

Total 
Spend-  Medical 
Income  Down   Expenses 

Net  Cost 

to 
Recipient 

Income 

Total 
Spend-  Medical 
Down   Expenses 

Net  Cost 

to 
Recipient 

1 

$   250   $  300    $   75 

$   75 

$   250 

$   50    $   75 

$   50 

2 

250    225     100 

100 

250 

50     100 

50 

3 

250    125     150 

125 

250 

50     150 

50 

4 

250       0       25 

0 

250 

50      25 

25 

5 

250       0        0 

0 

250 

50       0 

0 

6 

250       0       25 

0 

250 

50       25 

25 

$1,500          $  375 

$  300 

$1,500 

$  375 

$  200 

Case  3:   Irregular  Income; 
6-Month  Accounting 

Period 

Case  4: 

Irregular  Income; 
1-Month  Accounting  Period 

Month 

Total 
Spend-  Medical 
Income  Down   Expenses 

Net  Cost 

to 
Recipient 

Income 

Total 
Spend-  Medical 
Down   Expenses 

Net  Cost 

to 
Recipient 

1 

$   200   $  300    $   75 

$   75 

$   200 

$    0   $    75 

$   o 

2 

350    225     100 

100 

350 

150     100 

100 

3 

200    125     150 

125 

200 

0     150 

0 

4 

225      0      25 

0 

225 

25      25 

25 

5 

325      0       0 

0 

325 

125       0 

0 

6 

200       0       25 

0 

200 

0       25 

0 

$1,500          $  375 

$  300 

$1,500 

$  375 

$  125 

♦Medically  Needy  Level  = 

=  $200 

In  each  case,  column  1  represents  income  received  in  the  month, 
column  2  is  the  spend-down  to  be  satisfied,  column  3  shows  total 
medical  bills,  and  column  4  is  the  net  out-of-pocket  cost  of  medical 
care  to  the  individual. 
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under  a  six-month  period.*  The  more  irregular  the  income,  the 
less  likely  it  is  that  a  short  accounting  period  will  treat  dif- 
ferent recipients  equitably.   Depending  upon  the  relationship  be- 
tween income  flows  and  medical  expenses,  the  person  may  be  worse 
or  better  off  than  someone  with  the  identical  income  differently 
distributed  over  time. 

Despite  the  equity  problems  raised  by  short  accounting  peri- 
iods,  persons  who  find  it  difficult  to  obtain  credit  may  not  be 
able  to  spend-down  at  all  unless  a  one-month  period  is  used,  for 
reasons  previously  discussed.   Thus,  the  six-month  accounting 
period  also  helps  to  create  inequitable  situations.   Although  a 
few  States  allow  a  one-month  accounting  period,  the  most  common 
practice  is  to  use  the  six-month  period. 

Spend-down:   Inequities  Caused  by  the  Definition  of  Allowable 
Medical  Expenses 

There  are  several  aspects  of  spend-down  policy  regarding 
allowable  medical  expenses  which  result  in  inequitable  treatment 
of  Medicaid  applicants  and  recipients.   First,  equity  problems 
occur  because  of  confusion  over  exactly  what  kind  of  expenses  can 
be  used  to  satisfy  the  liability.   The  regulations  indicate  that 
any  medical  service  recognized  under  State  law  can  be  used  to 
satisfy  a  spend-down.   Unfortunately,  it  is  often  unclear  in 
States  exactly  what  services  are  in  fact  recognized  and  accept- 
able.  As  a  result,  the  definition  of  allowable  expenses  is  left 
to  worker  discretion;  depending  on  the  worker,  a  particular  ex- 
pense may  or  may  not  be  acceptable.   For  example,  expenses  which 
often  cause  problems  are  those  involving  non-prescription  drugs 
or  supplies  or  the  services  of  a  homemaker. 


*With  the  cases  in  this  example,  total  liability  is  less 
when  a  one-month  accounting  period  is  used;   other  examples  (pri- 
marily involving  large  income  and  large  medical  expenses  in  the 
same  month)  could  be  constructed  which  would  have  the  opposite 
effect. 
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Second,    equity   issues   arise   over  whose  medical  expenses   can 
be   counted   toward  the   spend-down.      For  example,    if  an  intact 
family   applies    for  Medicaid  under   a  State's   MA-21  program,   only 
the    children   can  become   eligible    for  Medicaid,   but   the  entire 
family's    income    and  resources    are   considered  in  determining  elig- 
bility.      If  it   is    determined  that   the    family  must   spend-down   to 
become   eligible,    should  medical  expenses   of  the  parents  be   counted 
toward  the  spend-down?      Federal  policy  has  not  been  clear  regarding 
this   question;    so  different   approaches   are   taken  by   different 
States   and  sometimes  by  different  workers  in  the   same   State,    thus 
creating   inequities. 

Still   another  issue   involving  allowable  expenses    for  the 
spend-down   liability   is  whether  or  not   debt   for  medical   expenses 
incurred  more   than   three   months  prior  to   the   application   should  be 
counted.      Some   States    feel   that  any   debt   an   applicant  has   as   a 
result   of  medical   care   should  be   counted  toward  the   spend-down, 
no  matter  when  the  services  were   received.      Other  States   feel   that 
only  services   received  during  the   time   frame  under  consideration 
(i.e.,    the   accounting  period)    should  be  counted.      Either  way, 
there   are  equity  issues  involved. 

A   final   equity   issue   regarding  countable   medical  expenses    for 
spend-downers   goes  beyond  the  problems   caused  by  different   inter- 
pretations of  current  policy.      There   is   a  more  major  equity  issue  of 
whether  expenses    for  care  not  ordinarily  paid   for  by  Medicaid  should 
be    applied  toward  the  spend-down  liability.      When  spend-downers 
count   non-Medicaid-covered  expenses   to  meet   their  liabilities,    they 
in  effect  have   access   to   a   greater   range   of  medical   services   than 
do  other  Medicaid   recipients.      For  example,   many   Medicaid  programs 
do  not   allow  dental   services;    some   do   not  pay    for  homemakers ;    some 
do   not   cover   certain   drugs    and  health-related  equipment;    others 
do   not   cover   transportation   costs.      Yet   spend-downers    can   use 
these    types   of  expenses   to  meet   their   liabilities.      Thus,    they  have 
greater   access    to  these    types   of  services.      For  other  Medicaid 
recipients   to  use   these   services ,    they  would  presumably  have    to  pay 
for   them  out  of   their   income   set   aside    for  maintenance   or   living 
expenses . 
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Ms.    Cohen,   because  of  severe  asthma,   must   use 
a  humidifier  and  air  conditioner.      She  cannot 
afford  these  appliances ,   and  the  additional 
electric  bill,    and  meet  her  spend-down   liabil- 
ity.     These  extra  expenses   are  not   countable 
toward  her  spend-down  since   the  Medicaid  pro- 
gram in  her  State  does  not  consider   them  to 
be   "medical"   services .      However,    another  State 
Medicaid  program  would  allow  such  expenses    to 
be  counted  as  long  as   there  was   verification 
for   the  need  from  her  physician. 


Mr.    and  Mrs.    Reynolds ,   who  both  work,    apply 
for   the  MA-21   program  because  one  of  their 
two   children  has  a  hair  lip  and  requires   ex- 
tensive medical    treatment.      The  Reynolds  are 
told  they  have  excess  income  of  $600  for  a 
six-month  period.      Mrs.   Reynolds  had  a  recent 
hospitalization  for  a  hysterectomy  for  which 
she  still   owes   $1,500.      The  Reynolds   are   told 
by   their  Medicaid  worker  that   this  bill   cannot 
be   used   to  satisfy   the  spend-down  liability 
since  it  is   their  medical    expense,   not   an 
expense  for   their  children.      The  Reynolds   are 
faced  with  going  further  into  debt  in  order   to 
make   their  children  eligible  for  Medicaid. 


Mrs.    Gonzalez  and  her   three  children  apply  for 
the  medically  needy  program  and  are   told  they 
will  have  a  six-month  spend-down  liability  of 
$300.      Mrs.    Gonzalez  has   a  four-month-old 
hospital  bill   of  $500  which  was  incurred  when 
one  of  her  children  broke  his   leg.      Mrs. 
Gonzalez  is   told  she  still  has   to  spend-down 
$300  since   the  hospital   debt  is  not  recent 
enough   to  be  allowed. 


Mr.    Thomas,   who  is   disabled,    applies  for   the 
medically  needy  program  and  is   told  he  has   a 
spend-down  liability  of  $200.      Mr.    Thomas 
purchases   a  hearing  aid,   which  he  has  needed 
for  some   time,    to  satisfy  his   spend-down  lia- 
bility.     Mr.   Randolph ,   a  non- spend-down  Medicaid 
recipient  who  lives  down   the  street,   also  needs 
a  hearing  aid.      However,  hearing  aids   are  not 
covered  by   the  Medicaid  program,    and  he   cannot 
afford   to  buy  one  out  of  his  monthly  SSI  check 
of   $178. 
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3.2.4   Treatment  of  Income  Disregards 

Perhaps  no  single  area  of  eligibility  determination  raises  as 
many  complaints  from  the  States  as  the  area  of  income  disregards. 
As  will  be  discussed  in  Chapter  4,  States  feel  there  are  tremendous 
administrative  problems  with  disregards.   However,  of  importance 
here  is  that  States  also  feel  that  some  of  the  disregards  are  in- 
equitable and  that  others  are  inequitably  applied.   The  disregards 
relevant  to  Medicaid  can  be  divided  into  three  broad  groups :  work 
expenses,  other  earned  income  disregards,  and  unearned  income  dis- 
regards . 

One  purpose  of  having  disregards  is  presumably  to  maintain 
vertical  equity;  if  benefits  were  reduced  dollar  for  dollar  with 
every  increase  in  income,  then  persons  who  have  non-assistance 
income  would  not  be  better  off  than  persons  who  have  none.   Disre- 
gards should  also  increase  work  incentives;  if  there  is  a  possi- 
bility of  having  more  income  by  working,  an  individual  may  work. 
If  a  grant  is  reduced  dollar- for-dollar  by  working,  incentives  are 
sorely  lacking. 

For  the  most  part,  earned  income  disregards  and  work  expenses 
are  generally  thought  to  promote  equity  and  desirable  incentives 
in  Medicaid  eligibility.   However,  there  is  great  controversy  over 
how  these  disregards  are  designed  and  implemented,  and  the  extent 
to  which  the  current  structure  is  fair. 

The  same  cannot  be  said  for  most  of  the  unearned  income  disre- 
gards.  States  voiced  considerable  opposition  in  principle  to  the 
disregard  of  certain  special  types  of  unearned  income. 

In  the  section  which  follows,  equity  and  incentive  issues 
involved  with  earned  income  disregards  and  work  expenses  are  re- 
viewed first.   Second,  the  problems  of  special  disregards  for  cer- 
tain types  of  unearned  income  are  discussed. 
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3.2.4.1  Work  Expenses,  Earned  Income  Disregards,  and  Work 
Incentives 

It  is  not  difficult  to  understand  why  there  are  earned  income 
disregards  for  purposes  of  eligibility  determination.   A  basic 
tenet  of  our  philosophy  of  assistance  has  always  been  that  people 
should  be  encouraged  to  work.   However , there  are  several  aspects 
of  the  Medicaid  eligibility  process  which  create  serious  disincen- 
tives to  work,  or  which  are  costly  to  States  without  serving  their 
intended  purpose  of  creating  work  incentives. 

In  the  previous  section,  it  was  discussed  how  the  "Medicaid 
notch"  in  States  with  only  a  categorically  needy  program  creates 
a  substantial  disincentive  for  any  type  of  increased  income.   In 
this  section,  several  additional  incentive  issues  are  reviewed 
which  result  from  the  current  approach  to  earned  income  disregards. 
These  include : 

•  the  use  of  actual  work  expenses  for  AFDC-related  cases; 

•  the  AFDC  earned  income  disregard  formula  ($30  and  1/3) ; 

•  the  lack  of  earned  income  disregards  in  AFDC  eligibility 
determination  and  for  AFDC-related  medically  needy  cases; 

•  the  differences  in  earned  income  disregards  between  AFDC 
and  SSI; 

•  the  cumulative  effect  of  benefit  reduction  rates  across 
programs . 

Each  of  these  is  discussed  below.   It  should  be  noted  that  all 
the  study  States  were  quite  concerned  over  the  inequities  caused  by 
various  earned  income  disregard  policies  for  Medicaid.   It  seems 
likely  that  this  area  will  be  one  of  the  major  targets  of  any  wel- 
fare reform  efforts  for  AFDC,  as  well  as  Medicaid. 

Disregards:   Inequities  Caused  by  the  Use  of  Actual  Work 
Expenses  for  AFDC 

All  nine  States  visited  agreed  that  something  should  be  done 
about  the  inequities  related  to  deducting  work  expenses  from  earned 
income  for  AFDC  applicants  and  recipients  and  AFDC-related  medi- 
cally needy  applicants.   One  State  indicated  that  the  issue  of 
work-related  expenses  arises  frequently  in  fair  hearings.   Cases 
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which  have  been  denied  because  of  excess  income  are  often  reversed 
at  the  hearings  because  actual  work  expenses  were  not  properly 
determined.   Clearly  this  area  is  open  to  considerable  worker  dis- 
cretion; as  a  result,  similar  cases  may  be  differentially  treated. 
To  correct  this  problem,  many  States  have  moved  toward  using 
a  flat  amount  or  percentage  of  income  for  work  expenses  unless  a 
recipient  can  document  that  actual  expenses  are  greater.   This 
procedure  not  only  ensures  more  uniform  treatment,  but  also  reduces 
worker  error.   Nevertheless,  the  policy  of  using  actual  work  expen- 
ses for  some  cases  means  the  possibility  of  inequitable  treatment 
still  exists. 
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Two  working  women   are  neighbors  .      They   each  have 
two   children,   and   they  work  side  by  side  in   the 
same   factory,   each   earning  $400  per  month.      Their 
situations  are  similar  in   all   other  respects . 
The  AFDC  payment  standard  for  a  family  of  three 
in   their  State  is   $290  per  month,  and  the  State 
uses   a  flat   $100  per  month   disregard  for  work 
expenses ,    unless   the  applicant  can   document   a 
higher  amount. 

Both  women  apply   for  AFDC  and  are  interviewed  by 
different  eligibility  workers.      Worker  A  discour- 
ages Applicant  A  from  trying  to   document   addi- 
tional  work  expenses ;    the  worker  says   that  it  is 
unlikely   that  more   than  $100  per  month  would  be 
allowed.      Applicant  A  is   therefore  found  ineli- 
gible  for  AFDC  and  Medicaid    ($400-$100=$300 , 
which  is   over   the  payment  standard.      The  State 
does   not   cover  the  medically  needy.)      Worker  B 
notices    that  Applicant  B  will   be  ineligible  un- 
less higher  work  expenses   are  allowed.      The 
worker  encourages  Applicant   B   to   document   past 
and  expected  work  expenses ,    and   the  worker   uses 
a  liberal   interpretation  of  what   can  be  consid- 
ered a  work  expense.      Applicant  B  returns    the 
next   day  with   the  following  list   of  work  expen- 
ses,  which  worker  B  approves. 

Semi- Annual   Work  Expenses 


Applicant  A 

Appl i can t 

B 

$100  per  month 

6 

pair  hose 

$   12.00 

for  six  months 

3 

dresses 

60.00 

1 

winter  coat 

40.00 

1 

umbrella 

5.00 

1 

sweater 

10.00 

1 

pair  shoes 

10.00 

2 

pair   under- 

clothes 

15.00 

Bus  fare 

($.50 /day) 

60.00 

Meals    ($.50/ 

($.50 /day) 

60:00 

Federal    tax 

150.00 

Social   Security 

200.00 

State   tax 

50.00 

6  mon  th 

total           $600.00 

6  month   total 

$672.00 

Because   the  documented  work  expenses   average   $112 
per  month,   Applicant  B  is   found  eligible  for  both 
AFDC  and  Medicaid    ($400-$112=$288)  .      In  addition, 
because  of  $30   and  1/3,   Applicant   B's  monthly 
AFDC   grant   will    total    $134.67.       (Applicant  A, 
enraged,    files   for  a  fair  hearing  that  same 
afternoon . ) 
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Disregards :   Inequities  Created  by  $30  and  One-Third 

Federal  regulations  provide  that  in  determining  the  grant 
amount  for  AFDC  recipients,  the  State  shall 

"Provide  for  the  disregard  of... the  first  $30 
of  the  total  of  earned  income .. .plus  one-third 
of  the  remainder  of  their  earned  income  for 
the  month."* 

This  provision,  passed  in  1967,  was  designed  to  improve  the  work 
incentive  for  AFDC  households.   It  requires  that  recipients  be  \ 
allowed  to  keep  thirty-three  cents  out  of  every  additional  dollar 
in  gross  earnings  (in  addition  to  an  amount  equal  to  $30  plus  work 
expenses) . 

There  are  two  major  questions  about  the  $30  and  1/3  rule: 
First,  does  it  work?   Second,  is  it  too  generous  or  not  generous 
enough? 

The  object  of  $30  and  1/3  is  to  encourage  the  transition  from 
welfare  to  work  by  enabling  AFDC  recipients  to  keep  some  of  their 
earnings.   Unfortunately,  there  have  been  few  attempts  to  measure 
the  effects  of  the  disregard,  to  find  out  if  it  has  the  intended 
effect.   A  recent  study  of  $30  and  1/3,  done  under  contract  to  HEW, 
was  inconclusive.**  Employment  did  increase,  but  the  disregard  was 
only  one  of  the  factors  involved.   The  study  concluded  that  the 
disregard  did  not  seem  to  help  people  leave  the  AFDC  rolls. 
Related  results  from  both  the  New  Jersey  and  the  Rural  Income  Main- 
tenance Experiments  indicated  that,  for  male  heads  of  households, 
there  was  no  systematic  relationship  between  hours  of  work  and  the 
benefit  reduction  rate  they  faced.*** 

Given  that  the  $30  and  1/3  does  not  seem  to  strongly  encourage 
working,  the  second  question  is  whether  the  disregard  is  too  gen- 
erous or  not  generous  enough.   On  the  surface,  a  sixty-seven 


*45  CFR  233.20  (a) ( 11) (ii) (B) .   This  disregard  is  in  addi- 
tion to  the  disregard  of  work  expenses. 

**Interstudy ,  Welfare  Earnings  Policy:   The  Impact  of  the 
AFDC  Disregard,  1975. 

***DHEW,  A  Summary  of  the  Rural  Income  Maintenance  Experiment, 
1977.   A  Summary  of  the  New  Jersey  Income  Maintenance  Experiment, 

1975. 
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percent  benefit  reduction  rate  seems  quite  steep.   On  the  other 
hand,  the  total  amount  disregarded,  when  work  expenses  are  in- 
cluded, can  be  relatively  large;  some  families  remain  eligible  for 
AFDC  (and  thus  for  Medicaid)  longer  than  may  originally  have  been 
intended. 


New  York  State  has   calculated   that,    under   the 
current  system,    an  AFDC  family  of  four  could 
earn  as  much  as   $14,500  without  child  care  or 
$29,000  with  average  child  care  expenses  and 
remain  on  AFDC. 

The  needs  standard  in  New  York  for  a  four- 
person  family  is  $476  per  month.  A  family 
with  earned  income  of  $1,185  per  month  has 
net  applicable  income  of  only  $453,  and  is 
therefore  entitled  to  a  grant  of  $23  and 
Medicaid  coverage. 


Monthly  earned  income 

$1,185 

Less   $30 

30 

$1,155 

Less  1/3  of  remainder 

385 

$      770 

Less  allowable  work 

expenses 

317 

$      453 

The  State  calculates   the  break-even  point   at 
about  $1,200  per  month   or  $14,500  per  year  for 
for  a   family  of  four.      If  child  care   expenses 
of  $215  per  month  are  added,    the  break-even 
(or  cut-off  point)    rises   to   $2,450  per  month 
or  $29,000  per  year. 


The  study  States  were  all  unhappy  with  this  policy;  they  felt 
that  the  combination  of  $30  and  1/3  with  liberal  disregards  for 
work  expenses  meant  that  families  with  fairly  high  incomes  are 
receiving  both  AFDC  and  Medicaid.   The  States  further  felt  that  the 
rule  might  act  as  a  work  incentive  only  over  a  limited  income  range 
and  for  a  limited  time.   They  recommended  either  imposing  an  upper 
limit  on  the  disregard,  limiting  the  time  period  for  which  it 
would  apply,  or  combining  it  with  work  expenses  in  a  more  rational 
system. 
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Disregards:   Inequities  for  AFDC  Cash  Assistance  Applicants 
and  Medically  Needy  Recipients 

Further  inequities  and  disincentives  result  because  the  $30 
and  1/3  disregard  only  applies  to  current  AFDC  recipients.   It  does 
not  apply  to  applicants  for  cash  assistance  or  to  medically  needy 
cases  (whether  applicants  or  recipients) .   Because  AFDC  applicants 
do  not  receive  the  disregard  initially,  some  applicants  may  decide 
to  stop  working,  apply  for  AFDC,  and  then  resume  work  in  order  to 
receive  the  favorable  treatment.   The  lack  of  the  disregard  for 
applicants  also  means  that  two  similar  families  with  equal  non- 
assistance  income  may  be  differentially  eligible  for  cash  assis- 
tance and  Medicaid — totally  because  of  the  timing  of  their  applica- 
tion.  One  case  gets  the  disregard  because  the  mother  applied  for 
AFDC  before  starting  work.   The  other  case  does  not  get  the  disre- 
gard and  is  thus  ineligible  because  the  mother  has  been  working  all 
along. 


Mrs.    Emerson,    a  mother  with  one  child,   begins 
working  in  a   shoe  factory  in  July  and  earns 
$300  a  month.      In  August  her  child  becomes 
very   ill,    so   that  she  needs  extensive  medical 
services.      Mrs.    Emerson  applies   for  AFDC  and 
Medicaid.      The  AFDC  income  level   is   $200  a 
month.      Since  her  work  expenses  are  only   $50 
per  month,   she  is   ineligible . 

Her  co-worker,   Mrs.    Carlton    (who  also  has   one 
child) ,    applied  for  and  began  receiving  AFDC 
before  starting  work  at   the  shoe   factory .      In 
addition   to   the  same   $300  salary,    the  co-worker 
also  receives   an  AFDC  grant  of  $70  per  month, 
and  both  she  and  her  child  are  eligible   for 
Medicaid  as  well . 


Gross   Income 

$300 

$30   and  1/3 

-   120 

Work  Expenses 

-      50 

Applicable  Income        $130 
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In  States  which  have  a  medically  needy  program,  the  $30  and 
1/3  disregard  does  not  apply  to  medically  needy  cases,  and  signifi- 
cant inequities  and  incentive  problems  are  thus  created.   In  medi- 
cally needy  States,  it  might  be  expected  that  AFDC  recipients  who 
become  ineligible  for  cash  assistance  because  of  increased  earnings 
would  remain  eligible  for  Medicaid  as  medically  needy.   However, 
because  the  medically  needy  income  level  may  not  exceed  133  1/3% 
of  the  AFDC  payment  level,  and  because  medically  needy  applicants 
are  not  allowed  the  $30  and  1/3  disregard,  AFDC  recipients  who 
earn  their  way  off  cash  always  skip  over  the  medically  needy  level 
as  well.   In  order  to  remain  eligible  for  Medicaid,  such  families 
have  to  spend-down  to  an  income  level  well  below  the  gross  income 
level  they  had  while  they  were  on  assistance.   This  potential  loss 
of  Medicaid  coverage  may  discourage  AFDC  recipients  from  working 
more  hours  or  seeking  better  jobs. 

Disregards:   Inequities  Caused  by  Variation  Between  AFDC  and 
SSI 

As  mentioned  earlier,  AFDC  recipients  are  allowed  to  retain 
the  first  $30  of  earned  income  and  one-third  of  the  remainder  plus 
money  for  their  actual  work  expenses.   SSI  recipients,  on  the  other 
hand,  are  entitled  to  keep  the  first  $85  of  earned  income  plus  one- 
half  of  the  remainder.*  Except  for  the  blind,  they  are  not  allowed 
to  deduct  actual  work  expenses . 

The  reasons  for  these  different  tax  rates  and  disregards  are 
not  apparent.   However,  it  seems  inequitable  to  treat  earned  income 
differently  depending  upon  the  category  of  eligibility. 


*SSI  recipients  are  entitled  to  disregard  $20  of  income  from 
any  source  and  $65  of  earned  income  plus  one-half  of  the  remainder 
of  earned  income.   For  simplicity,  it  is  assumed  in  the  discussion 
here  that  the  $20  disregard  is  also  applied  to  earned  income. 
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Ms.    Gardner,    an  aged  SSI  recipient,    and  Ms. 
Kirkland ,   an  AFDC  mother,    each  work   twenty 
hours  a  week  in  a  local   day  care  center. 
They  are   each  paid  $3.00   an  hour,    for  an 
average  of  $240   a  month.      The  SSI  recipient 
is   allowed   to   retain   $162.50  of  her  monthly 
earnings;    $77.50   is   counted  as  available 
income  by  SSI.      However,    the  AFDC  mother 
only  gets    to  keep  $130  of  her  earnings   after 
applying  the  AFDC  disregard  formula  and 
deducting  her  actual  work  expenses    ($30   a 
month) ;    $110  is   counted  as  available  income. 
Ms.    Gardner,    the  SSI  recipient ,   is   allowed 
to  retain   twenty- five  percent  more  of  her 
earned  income   than  Ms.   Kirkland,    the  AFDC 
mother. 


SSI  Recipient 

Gross   income        $240.00 
$85   +  h 

exempt! on  -162 .50 

Net  Applicable 

Income  $   77.50 


AFDC  Recipient 

Gross   income  $240.00 
$30   and  1/3 

exemption  -100.00 

Work  expenses  -30 .00 

Net  Applicable 

Income  $110.00 


Another  major  difference  between  AFDC  and  SSI  is  that,  for 
SSI,  the  earned  income  disregard  is  applied  at  the  point  of  appli- 
cation, a  procedure  which  is  expressly  forbidden  under  AFDC. 
Further,  this  distinction  carries  over  to  the  medically  needy. 
Medically  needy  applicants  who  are  SSI-related  are  allowed  to  use 
the  $85  plus  1/2  disregard  in  establishing  eligibility.   But, 
as  discussed  in  the  previous  section,  medically  needy  applicants 
who  are  AFDC-related  are  not  allowed  any  earned  income  disregards 
except  work  expenses.   Therefore,  SSI  medically  needy  cases  may 
retain  half  of  their  earnings  in  addition  to  the  first  $85 ,  while 
AFDC  medically  needy  cases  can  retain  none,  except  for  work  expen- 
ses . 
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Two  cases  apply  for  the  medically  needy  program  in 
State  X.      One  is   an  AFDC-related  and  one  is   SSI- 
related.      Both   cases  have   two  persons,   earned 
income  of  $350,    and  $45  in  work  expenses .      The  ap- 
plicable income  level   is   $250  a  month.      The  SSI- 
related  case  does  not  have  to  spend-down   to  be 
eligible  for  Medicaid,   while   the  AFDC  case  has   to 
spend- down  $55   each  month. 


SSI-related  Case 


Gross  Income 
$85  and  h 
disregard 


$350.00 


-217.50 


Net  Applicable 

Income  $132.50 


AFDC-related  Case 

Gross   Income  $350.00 

Work  Expenses        -   45.00 

Net  Applicable 

Income  $305.00 


States  did  not  seem  aware  of  the  different  treatment  of 
earned  income.   However,  it  must  be  noted  that  most  SSI  recipients 
do  not  work,  so  that  this  disregard  is  unlikely  to  affect  many  SSI 
recipients . 

Disregards :   Inequities  and  Disincentives  Caused  by 
Cumulative  Benefit  Reduction  Rates 

An  issue  which  was  not  raised  with  the  States  but  which  be- 
longs in  any  discussion  of  disregards  and  work  incentives  is  the 
issue  of  cumulative  benefit  reduction  rates.   The  benefit  reduction 
rate  is  defined  as  the  amount  by  which  benefits  are  reduced  for 
each  one  dollar  increase  in  non-assistance  income  (usually  ex- 
pressed as  a  percent  of  the  income  increase) .   Benefit  reduction 
rates  are  also  called  "tax"  rates  in  welfare  reform  literature. 
All  of  the  major  income  maintenance  programs  have  built-in  reduc- 
tion rates — benefits  decrease  as  income  increases.   The  nominal 
rates  are : 

•  AFDC — earned  income  67%,  unearned  income  100%; 

•  SSI — earned  income  50%,  unearned  income  100%; 

•  Food  stamps — 30%;  and 

•  Public  housing — 25%. 
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In  States  with  a  medically  needy  program,  Medicaid  has  a 
significant  benefit  reduction  rate,  but  it  is  not  as  straightfor- 
ward.  For  all  income  above  the  medically  needy  level,  the  effec- 
tive reduction  rate  for  AFDC-related  cases  is  100%,  because  every 
dollar  of  "excess  income"  must  be  spent  on  medical  care  if  Medicaid 
coverage  is  to  be  maintained.   For  SSI  cases,  the  reduction  rate  is 
fifty  percent  on  earned  income  and  one  hundred  percent  on  unearned 
income  beyond  the  first  twenty  dollars. 

For  a  family  participating  in  more  than  one  of  these  programs, 
an  increase  in  income  can  lead  to  a  reduction  in  AFDC  or  SSI,  and 
an  increase  in  the  cost  of  food  stamps,  housing,  or  health  care, 
leaving  little  or  nothing  left  over. 


A  family  of  four  in  New  York  City  participates 
in   the  cash   assistance  program    (AFDC-UF  and 
New  York  City  Housing  Relief,   in   this  example) , 
food  stamps,    and  public  housing.      The  family 
head  works   part   time  and  earns   $3,000.      If  he 
earns   an  extra   $1,000,    family   disposable  in- 
come will  be  reduced  by   $231 .      If  he  reduces 
his   earnings  by   $1,000,    the  net  loss   of  dis- 
posable income  will  be  only   $60.      Over   the 
range  of  earnings   from  zero   to  $5,000,    a 
$1,000   increase  in  earnings  will   increase 
disposable  income  by   at  most   $91 .      The  cumu- 
lative benefit   reduction   rate   in   this  example 
is   an  extremely  high  one.      Such   a  high 
rate  does  not   apply    to   the  overwhelming 
majority  of  families   currently   receiving 
transfer  payments.      But  it  does  apply   to 
some . * 


The  study  States  did  not  comment  to  any  significant  extent  on  the 
cumulative  benefit  reduction  rate  problem.   However,  this  inequity 
has  been  documented  extensively  in  the  literature. 


*Barth,  Carcagno  and  Palmer;  op.cit. ,  p.  35  (emphasis  in 
original) . 
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3.2.4.2     Special   Disregards    for  Unearned  Income 

Over  the  years,    there  have   accumulated  a  considerable   number 
of  special  rules   for  disregarding  certain  unearned  income    for  pur- 
poses  of  cash  assistance    and  Medicaid  eligibility   determination. 
All   of   these   disregards    relate   to   income  which  presumably   is 
"special"   because   it   comes    from  other   government  programs.      It 
therefore  is  not  to  be   counted  as   available   income   to  the   recipi- 
ent.     These    special   disregards    are   noted  in   45   CFR  233.20    and   in- 
clude : 

•  "Bonus   value"    of   food  stamps; 

•  Stipends    for  Vista-like  programs; 

•  Payments   made   to    certain   Indian   tribes; 

•  Educational  loans,    grants,    and  scholarships; 

•  CETA*   training   allowances   other  than   training-related 
needs ; 

•  Benefits   under  Title   VII    (Nutrition  Programs)    of   the   Older 
American  Act; 

•  Uniform  Relocation  Assistance   Act  payments; 

•  and  others . 

Additionally,  for  Medicaid  eligibility  only,  45  CFR  248.1 
specifies  that  the  August  1972  twenty  percent  increase  in  Social 
Security  benefits  is  to  be  disregarded  if  a  recipient  was  receiving 
Social  Security  at  that  time  and  also  was  eligible  for  cash  assis- 
tance and  thus  Medicaid.   Further,  beginning  in  July  1977,  there 
will  be  a  permanent  disregard  of  all  Title  II  cost-of-living  in- 
creases for  SSI  recipients  if  the  increases  make  them  ineligible 
for  an  SSI  or  SSP  payment  and  thus  Medicaid.** 

All  of  the  study  States  felt  that  these  types  of  special  dis- 
regards are  inequitable  and  administratively  difficult.   Without 
exception,  the  States  objected  to  the  August  1972  disregard  of  the 
increase  in  Social  Security  income.   It  seemed  to  them  inequitable 
to  treat  that  particular  increase  as  special,  while  doing  nothing 


♦Comprehensive  Employment  and  Training  Act. 
**P.L.  94-566,  Section  503. 
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about   cost-of-living  increases   since   then.      They  objected  in   gen- 
eral  to  the   advantage   given   to  Title   II   beneficiaries  both  by   this 
one-time   disregard  and  by   the  new  cost-of-living  disregard  which 
goes   into  effect  soon.      Since   no  similar  provision  exists    for  re- 
cipients  of  other  types   of  unearned   income,    it   seemed   to  them 
unfair.      Several   States   felt   that   income    from  other   government 
programs   should  be   disregarded  only  if  it  is   income    from  a  needs- 
tested  program    (for  example,    food  stamps). 


Mr.   Jackson,   a  disabled  recipient,  has  received 
welfare  and  Medicaid  since  1970.      He  has 
also  received  Social  Security  benefits  over   the 
same  period.      His  Social   Security  benefits  now 
total    $200  a  month.      His  SSI  check  is   $22. 
Mr.   Kennison,    another  disabled  man  in   the  same 
State,    just   applied  for  SSI.      His  Social   Security 
benefits  which   started  last   year  are   also   $200 
a  month.      He  is   denied  SSI  and  Medicaid  because 
his   countable  income  is   $2   above   the  SSI  level 
of  $178. 


Jackson  Case 


Social   Security 

$200 

August   1972 

disregard 

-  24 

$20   disregard 

-    20 

Countable  income      $156 


Kennison  Case 

Social   Security        $200 
$20   disregard  -   20 


Countable  Income     $180 


A  second  type  of  inequity  regarding  special   treatment  of  cer- 
tain types  of  income   involves   the   legislated  disregard  of  SSI  pay- 
ments   for  SSI-related  Medicaid  applicants   in   209(b)    States.      Because 
of   this   policy,    SSI    cash   recipients   may   retain  more   income    for   their 
non-medical   needs    than  other  aged,   blind,    or   disabled  Medicaid  re- 
cipients . 
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In  State  X,    a   209(b)    State,   Mr.    Lawrence,   an 
aged  SSI   recipient,    applies  for  Medicaid.      The 
Medicaid  income  level  is  $150.      His  only  income 
is  $178  a  month  from  SSI,   so  he  is   easily  eli- 
gible since   that  income  is   totally  disregarded. 
Ms.   Anderson,   a   totally  disabled  woman  who  is 
not  eligible  for  SSI  because  she  receives   $200 
a  month   in  Social   Security  benefits,    also  applies 
for  Medicaid  in  State  X.      She  is  eligible  only 
if  she  spends  $50  each  month  on  medical   care, 
leaving  $150  for  non-medical   needs.      She  there- 
fore is  allowed  less   to  live  on   than   the  aged 
SSI  recipient. 


A  third  inequity  of  this  type   results   from  the  mandatory  ex- 
clusion of  SSI    recipients    from  AFDC   assistance   units   and  the  re- 
sulting disregard,    for  purposes   of  AFDC,    of  the  SSI   recipient's 
income   and  resources.      This  policy  is   inequitable  because  it  treats 
families  having  an  SSI   recipient  differently   from  families  whose 
members  have  other  types  of  income.      Furthermore,    it   allows   some 
AFDC  families  to  have   considerably  more   income   and  resources   than 
others,    since   SSI   recipients   in  AFDC   families   are  typically  heads 
of  households . 


In  State  X,    the  AFDC  payment  level   for  a  family 
of  three  is   $240,   and  for  a  family  of  four,   $300. 
The  related  medically  needy  income  levels  are 
$320   and  $400. 

In   the  Nelson  family,    the  father  is  incapacitated 
and  unable   to  work,   according  to  the  State's  AFDC 
definition,  but  he  cannot   qualify  for  SSI.      The 
entire  family  income  consists   of  the  mother's 
earnings  of  $450  per  month.      With   two  children, 
the  Nelson  family  is   categorically  eligible  for 
AFDC.      Even   after  subtracting  work  expenses  of 
$30  per  month,    the  four-person   family  will   not  be 
eligible  for  Medicaid  unless   they  spend  down   $20 
per  month. 

In   the  White  family,   also  a  four-person  family, 
the  disabled  father  qualifies   for  SSI.      Total 
family  income    ($450  per  month  before  AFDC)    consists 
of  the  father's   $140   OASDI  and  $58  SSI  checks   and 
the  mother's  earnings  of  $252.      Because  the  mother 
has  work  expenses  of  $20  per  month,    the  three- 
person  AFDC  unit  receives  an  AFDC  grant  of  $112  per 
month,   and  all   family  members   are  eligible  for 
Medicaid — the  father  as  an  SSI  recipient,    the 
mother  and  children   under  AFDC. 
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3.2.5   Resource  Levels 

Definitions  of  resources  and  resource  levels  can  vary  consid- 
erably across  categories  in  the  cash  assistance  programs.   The  SSI 
program  allows  a  couple  to  retain  $2,250  in  reserve  resources  and 
imposes  no  limits  on  the  value  of  the  home,  while  AFDC  regulations 
allow  States  to  set  cash  reserve  resource  limits  at  any  level  up 
to  a  maximum  of  $2,250  and  to  impose  a  limit  on  the  value  of  the 
home.   Therefore,  in  a  given  State,  the  resource  limitations  can 
be  different  for  AFDC  and  SSI  families  of  the  same  size. 


In  State  X,   which  does  not  have  a  medically 
needy  program,   Mrs.    Alberto  and  her  child  are 
denied  AFDC  and  Medicaid  eligibility  because 
the  home  which   they  are  buying  is   valued  at 
$15,000.      The  State  has  placed  a  limitation 
on   the  value  of  a  home  for  AFDC  applicants 
at   $10,000.      The  McLeans,   an  elderly  SSI 
couple,   in   the  same  State  own   a   $40,000  home 
but  have  income  approximately  equal    to   that 
of  Mrs.   Alberto  and  her  child.      They   are 
eligible   for  SSI  and  Medicaid  since   there  is 
no  limit  on   the  value  of  a  home  for  adult 
cases . 


Under  the  medically  needy  program,  resource  limitations  are 
required  to  be  the  same  for  all  categories  and  must  be  at  least  as 
generous,  item  by  item,  as  the  most  generous  limits  under  any  of 
the  cash  programs.   However,  States  often  are  not  accurately 
implementing  this  requirement,  so  that  families  applying  for 
coverage  as  AFDC-related  medically  needy  will  sometimes  be  declared 
ineligible  because  the  value  of  their  home  exceeds  the  limit  estab- 
lished under  the  AFDC  cash  program.   Unless  the  State  is  a  209(b) 
State,  the  value  of  the  home  should  not  be  considered  for  such 
applicants. 

A  second  inequity  in  Federal  resource  policies  is  that  they 
allow  some  recipients  to  hold  considerable  cash  reserves  and  assets, 
while  individuals  whose  incomes  slightly  exceed  income  standards 
are  denied  eligibility  even  though  they  may  have  no  cash  reserves  or 
other  assets.   This  policy  seems  particularly  inequitable  when  one 
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considers  that  cash  and  medical  assistance  income  standards  are 
substantially  below  the  poverty  level  in  most  States  because  of 
fiscal  constraints.   Clearly,  program  funds  are  allowed  to  go  to 
some  individuals  who  are  less  needy  than  others ,  even  within  the 
designated  categorical  groups. 


Mr.   Barnes,    an   aged  person  with  $195  monthly 
Social   Security  income,    $1,500  in   the  bank 
and  a  house  worth   $50,000,   qualifies   for  SSI 
and  hence  Medicaid.      Mr.    Hicks,    another  aged 
person,   with   $200  monthly  income,   no  money 
in  the  bank,   and  no  home  of  his  own,   is  in- 
eligible for  SSI  and  Medicaid. 


Exempting  the  value  of  a  home  is  extremely  inequitable;  in 
the  above  example  the  person  with  income  of  $195  pays  no  rent  while 
receiving  SSI  and  Medicaid  benefits.   The  person  with  income  of 
$200,  on  the  other  hand,  may  be  paying  half  his  income  in  rent, 
while  receiving  no  benefits  at  all. 

A  third  problem  with  Federal  resource  policies  involves  SSI 
treatment  of  lump  sum  payments  or  windfalls.   It  is  not  uncommon 
for  an  SSI  recipient  to  receive  a  lump  sum  SSI  payment  to  cover 
retroactive  benefits  back  to  the  date  of  application.   When  this 
occurs,  or  when  any  lump  sum  payment  is  received,  the  money  is 
treated  as  income  during  the  quarter  in  which  it  is  received,  and 
whatever  remains  unspent  by  the  next  quarter  is  treated  as  a  re- 
source.  Under  this  policy,  recipients  who  spend  their  lump  sum 
payments  are  considerably  better  off  than  those  who  save  them. 

The  newspaper  articles  on  the  next  two  pages  give  examples 
within  the  last  year  of  cases  in  which  the  treatment  of  resources 
dramatically  affected  eligibility. 
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Welfare  Catch-22:  When  He's  Eligible,  He's  Ineligible 


By  ROBERT  D. 

An  impoverished,  disabled  Brooklyn 
man  has  sued  the  Federal  Govemrrent 
in  an  effort  to  break  C it  of  a  tangle  of 
"catches"  in  welfare  rates  that  appear  to 
nuke  him  eligible  for  berefits  when  he  is 
ineligible  and  ineligible  when  he  is  eligible. 
Moreover,  he  contends,  the  rules  seem 
to  indicate  that  he  should  have  gone  on 
a  spending  spree  last  year  to  receive 
more  benefits,  and  that  now — when  he  is 
flat  broke — he  should  pay  back  benefits 
for  not  having  been  a  spendthrift.  - 

The  plaintiff,  i4  year-old  Ramon  Gon- 
zalez of  370  State  Street,  says  he  has 
been  tied  up  in  knots  fbr  months  by 
confusing  regulations  covering  the  Sup- 
plemental Security  Income  benefits  he 
h-ii  been  receiving  as  a  result  of  a  1974 
car  accident  that  crippled  his  legs. 

The  trouble,  According  to  Mr.  Gonzalez, 
is  that  the  Social  Security  Administration, 
wtuch  runs  the  aid  program,  gave  him 
a  check  for  $2,275  in  retroactive  benefits 
last  year  and  later  called  this  money  a 
"resource"  that  exceeded  the  $1,5<:0  limit 
for  his  continued  eligibility. 

Benefits  to  Be  Cut  Off 
He  thus  became  ineligible  for  benefits 
as  a  result  of  his  eligibility. 
'  However,  the  existence  of  his  exces- 
sive "resource"  was  not  discovered  until 
after  it  had  been  depleted  to  a  legally 
acceptable  level.  Thus,  Mr.  Gonzalez  was 
found  to  be  ineligible  at  a  point  where 
he  was  becoming  eligible  again. 

He  is  now,  by  his  own  account,  en- 
tirely eligible.  But  the  Social  Security 
A-1  :::;■  it.-ii;'.-!  has  notified  him  that  his 
berefi:;  are  to  be  cut  off  next  Wednes- 
day to  compensate  for  his  erstwhile  in- 
eligibility. 

With  the  help  of  lawyers  from  the 
Brooklyn  Legal  Services  Corporation,  Mr. 
Gonzalez,  w:io  speaks  Spanish  but  vir- 
tually r.o  English,  filed  hi  ssuit  last  week 
a^ii.'s:  t'.ie  allied  quagmire  of  contra- 
dictor, regulations. 

The  suit,  which  names  F.  David  Math- 
ews, the  Secretary  of  Health,  Education 
ar.d  Welfare  as  the  principal  defendant, 
seeks  an  injunction  to  forestall  the  cut- 
off of  benefits  and  a  permanent  judgment 
ag.iinst  some  of  the  rules  that  supposedly 
gave  rise  to  the  situation. 


McFADDEN 

Hearing  on  Tuesday 

A  hearing  before  Judge  Henry  Bram- 
we',1  in  Federal  Court  in  Brooklyn  is  set 
for  Tuesday. 

David  W.  McMcrrow,  an  assistant 
United  States  attorney  who  is  to  repre- 
sent the  Government  in  the  case,  de- 
clined to  ccmment  befcre  the  facts  were 
p.-eser.led  in  court.  He  rcted  that  Social 
Security  records  on  Mr.  Gonzales's  case 
had  not  yet  been  forwarded  to  him. 

A  spokesman  Tor  the  Social  Secu- 
rity Administration's  regional  office  also 
declined  to  ccmment,  saying  he  was  not 
familiar  with  Mr.  Gonzales's  case  specifi- 
cally and  noting  that  all  records  were 
locked  up  for  the  weekend. 

Ke  said,  however,  that  waivers  of 
overpayments  or  arrangements  involving 
part.al  repayments  in  installments  are 
sometimes  appiied  in  hardship  casess. 

Mr.  Gcnzaies,  in  an  interview  through 
en  interpreter,  said  his  legs  had  been 
permanency  impaired  in  a  car  accident 
at  Nevins  Street  end  Atlantic  Avenue  in 
downtown  E-coklyn  in  the  autumn  of 
1974,  and  that  he  had  been  forced  to  give 
up  a  job  he  had  held  for  seven  years  m 
a  Oueens  factory. 

In  October  or  November  1974,  he  ap- 
plied fo;  benefits  under  the  S.S.I,  pro- 
grarr.  which  since  January  of  1974  has 
provided  assistance  to  the  nation's  needy 
ased,  blind  and  dis'abled.  While  awaiting 
approval,  he  obtained  home  relief  under 
New  York  City's  welfare  program. 

In  August  1075.  about  10  months  later, 
his  application  for  the  Federal  aid  was 
approved,  his  home  relief  was  discon- 
tinued and  he  began  receiving  monthly 
S.S.I,  benefits  of  S218.55.  He  also  re- 
cieved  a  check  for  $2,275,  representing 
benefits  retroactive  to  the  previous  Nov- 
ember. 

Mr.  Gonzalez  put  the  money  in  a  bank, 
and  for  the  next  10  months  the  balance 
of  the  account  exceeded  $1,500,  the  Fed- 
eral limit  on  resources  that  S.S.I,  re- 
cipients may  hold  and  still  he  eligible 
for  benefits. 

Under  S.S.I,  regulations,  the  program's 
own  payments  -ire  considered  "resources" 
if  they  are  not  spent  by  the  end  of  th« 
first  quarter  after  the  quarter  in  which 
they  are  received — a  minimum  of  three 
months  and  a  maximum  of  six  months. 


Mr.  Gonzalez's  suit  ccr;ended  that  this 
requirement  appeared  to  violate  another 
Federal  law  prohibiting  restrictions  on 
how  recipients  may  spend  welfare  pay- 
ments. The  complaint  added: 

"Plaintiff  wa*  not  advised  when  he  re- 
ceived this  large  retroactive  check  that 
he  was  expected  to  spend  it  within  a 
fixed  period  of  time,  or  that  if  he  failed 
to  spend  the  check  in  time  his  S.S.I,  grant 
would  be  suspended. 

"Nor  was  he  advised  that  he  had  any 
obligation  to  advise  the  Social  Security 
Administration  if  he  failed  to  spend  his 
retroactive  check  in  a  fixed  period  of 
time." 

Last  June  8,  Mr.  Gonzalez  was  called  to 
a  Social  Security  office  for  a  routine 
check  of  his  contineud  eligibility  and  ib 
was  then  that  officials  discovered  he  had 
been  maintaining  a  bank  balance  that  had 
rendered  him  ineligible  months  earlier. 

The  next  day,  however,  he  withdrew 
$300,  bringing  the  balance  down  to 
$1,324,  a  circumstance  that  technically 
re-established  his  eligibility  just  as  his 
previous  ineligibility  was  being  uncovered. 

Mr.  Gonzalez  was  informed  that,  had 
he  only  spent  the  money  he  had  been 
keeping  in  the  bank,  his  eligibility  would 
not  have  been  called  into  question.  A3 
it  W3s,  however,  the  rules  called  for 
a  suspension  of  his  benefits  (just  as  he 
was  becoming  eligible  again)  to  enable 
the  Government  to  recoup  $1,748 
deemed  to  have  been  given  to  Mr.  Gon- 
zalez while  he  was  ineligible. 

*rte  appealed  the  decision  twice,  but 
his  appeils  were  turr."d  down. 

His  benefits,  according  to  papers  in 
the  suit,  were  to  have  been  'suspended 
in  September,  but  inexplicably — and  ap- 
parently erroneously — have  been  con- 
tinued until  now.  Mr.  Gonzalez  was  re- 
cently notified  that  these  erroneous  pay- 
ments would  be  added  to  the  amount 
to  be  recovered  by  the  suspension. 

The  suit  said  that  "on  informtion  and 
belief."  the  benefits  are  now  scheduled 
to  be  suspended  starting  in  December. 
That  will  leave  Mr.  Gonzalez  "entirely 
withot  •  funds,"  the  suit  said — needier 
than  ever  at  the  point  where  aid  is  to 
be  discontinued. 

"The  savings  which  originally  precipi- 
tated the  plaintiff's  problem  have  now 
been  spent  on  back  debts  and  other  obli- 
gations'," the  complaint  said.  "Despite 
his  complete  lack  or  the  means  by  which 
to  live,  plaintiff's  benefits  are  to  be  sus- 
pended in  their  entirety  untjl  the  prior 
overpayment  is  recovered." 

The  complaint  called  this  "irrational" 
and    "unfair." 


*New  York  Times,  November  28,  1976,  p.  40.  (c)l976  by  the  New  York  Times 


Company.   Reprinted  by  permission. 
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William  Raspberry 


Honesty 

Doesn't  Pay,  Either 


If  John  Thompson  were  a  character 
in  a  TV  play,  the  story  of  his  honesty 
would  have  ensured  a  happy  ending,  if 
be  had  appeared  in  a  work  by  Kafka  or 
one  of  the  gloomier  writers,  it  would 
have  produced  some  unfathomable 
tragedy. 

But  his  is  real  life,  and  the  young 
man's  virtue  has  led  to  neither  his  sal- 
vation nor  his  ruin— only  to  some  incre- 
dible bureaucratic  silliness. 

Thompson  is  the  16-year-old  Norfolk 
youngster  who  became  something  of  a 
local  hero  (and  a  bit  of  a  dummy  to 
some  of  his  friends)  when  he  found  two 
$20  bills  on  a  school  bus  last  November 
and  turned  them  over  to  the  bus  driver. 

The  story  was,  if  anything,  too  per- 
fect Not  only  was  Thompson  honest,  he 
was  also  poor,  one  of  seven  children  in 
a  fatherless  household  supported  by  a 
mother  on  public  welfare.  The  day  he 
found  the  money,  be  had  not  a  cent  for 
his  own  lunch.  The  reason:  His  wallet 
had  been  stolen  a  week  earlier., 

The  woman  to  whom  the  money  was 
returned  helped  put  together  a  little 
ceremony  at  school  to  honor  the  honest 
young  man.  The  bus  company  gave  him 
a  plaque.  And  when  the  story  hit  the  lo- 
cal papers,  a  $13,00Oa-year  postal  em- 
ployee was  so  moved  that  he  gave 
Thompson  $1,000.  Other  readers 
brought  the  total  contributions  to 
something  like  $1,500. :. 

It  was  at  about  that  point  that  the 
story  dropped  off  the  wire  service  re- 
ports. I  was  in  Norfolk  a  few  days  ago 
and  learned  that  the  story  hasn't  quite 
ended. 

Thompson's  mother,  Carolyn,  is  as 
honest  as  her  son  and,  being  aware  of 
the  welfare  rules,  notified  her  case 
worker  that  the  family  now  had  assets 
j  in  excess  of  the  $400  maximum  for  con- 
tinued eligibility.. 

It's  just  as  well  she-did.  The  case 
worker,  who  had.  been  cutting  the  arti- 
cles out  of  the  newspaper*  was  just 
waiting  for  her  to  call.  Mrs.  Thompson 
would  have  to  get  rid  of  some  of  the 
money  if  the  family  were  to  remain  on 
welfare,  the  social  worker  said.  And 
don't  forget  the  receipts. 

"I  told  her  that  I  had  spent  some  oi 
the  money  on  food  and  I  had  given  the 
kids  some  money  to  go  out  and  buy 
Christmas  presents  for  each  other," 
Mrs.  Thompson  told  a  reporter  for  the 
Norfolk  Virginian-Pilot. 

"I  told  her  that  I  only  had  the  $1,000 
left  tbajt  the  postman  (Thomas  Cannon) 
had  sent  John  and  that  I  had  put  that  in 
a  savings  certificate  for  him."  (She  had 
thought  about  putting  the  money  into  a 
trust  fund,  but  the  administrative  costs 
would  have  been  too  high,  she  said.) 

But  since  Mrsvlhompson's  name^as1 


on  the  savings  certificate  along  with 
her  son's,  that  made  the  money  a  re- 
portable resource  against  her  own  wel- 
fare eligibility.  She  was  left  with  a  pair 
of  ridiculous  choices:  keep  the  money 
and  lose  her  Aid  to  Dependent  Chil- 
dren eligibility  or  spend  $600  so  she'd 
have  no  more  than  the  allowable  $400 
in  assets. 

At  last  report,  Mrs.  Thompson  had  re- 
solved her  dilemma  by  purchasing  a  13- 
year-old  car  for  $175.  That,  together 
with  $238  auto  insurance,  $150  to  the 
uninsured  motorist  fund  (for  her  son, 
who  had  had  an  accident  during  a  time 
when  he  was  uninsured),  $25  for  license 
reinstatement  and  other  items  con- 
nected with  the  purchase  of  the  car, 
left  her  with  only  about  $300  out  of  the 
postman's  gift.  It  also  left  her  with  her 
welfare  eligibility,  so  maybe  that's  a  bit 
of  a  happy  ending  ai ter  all.      ; 

But  while  there's  little  doubt  that  the 
Thompsons  would  do  the  honest  thing 
again  if  a  similar  situation  came  up,  the 
skeptics,  including  John's  friends  who 
thought  reporting  the  find  was  a  dumb 
thing  to  do,  aren't  likely  to  be  inspired 
to  new  heights  of  honesty. 

If  the  Thompsons  believe  they  have 
been  jerked  around  by  a  mindless  bu- 
reaucracy, they  ought  to  know  about 
Ramon  Gonzalez  of  Brooklyn. 
.  >  Gonzalez,  44,  had  been  drawing  Sup- 
plemental Security  Income  benefits  as 
a  result  of  a  1974  car  accident  that  left 
him  crippled.  His  introduction  to  bu- 
reaucratic asininity  came  when  the  So- 
cial Security  Administration,  which 
runs  the  program,  sent  him  a  check  for 
$2£75  in  retroactive  benefits. 

The  rules  say  you're  not  eligible  for 
the  program  if  you  have  assets  of  more 
than  $1,500.  The  retroactive  check, 
which  Gonzalez  undeniably  had  com- 
ing, left  him  $775  too  rich  for  continued 
assistance. 
•They  cut  him  off. 

But  by  the  time  they  found  out  about 
the  Ineligibility  and  cut  him  off,  he  had 
spent  enough  of  the  money  so  that  he 
was  in  fact  eligible. 

Fine,  they  told  him.  But  since  he  had 
drawn  benefits  during  the  period  be- 
fore they  discovered  his  ineligibility, 
why,  they  would  just  cut  him  off  now 
to  make  up  for  it. 

If  only  he  had  gOne  on  a  spree  and 
spent  the  retroactive  windfall,  the  au- 
thorities explained  to  the  incredulous 
Gonzalez,  his  eligibility  would  have  re 
mained  perfectly  intact  His  mistake 
was  putting  it  in  thebank. 

It  must  have  crossed  the  minds  of 
both  Gonzalez  and  Jbhn  Thompson  that 
maybe  ihi  cynics  are  right  in  their  con-' 
Mention  that  virtue  is  its  own  punis) 
ment. 


*The  Washington  Post, 
January  24,  1977. 
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A  final  resource  inequity  involves  property  liens.   Title  XIX 
prohibits  the  imposition  of  liens  on  real  or  personal  property  for 
persons  under  sixty- five.   It  does  allow  for  recovery  of  medical  ex- 
penses after  the  death  of  a  recipient  aged  sixty-five  or  over,  but 
only  after  the  death  of  any  surviving  spouse  and  only  when  the  recip- 
ient has  no  surviving  children  who  are  under  twenty-one,  or  are  blind 
or  disabled.   Applying  such  recoveries  only  against  old  persons  seems 
discriminatory  and  may  discourage  them  from  enrolling  in  Medicaid. 
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3.3  Eligible  Groups 

Just  being  poor  does  not  make  people  eligible  for  Medicaid; 
there  are  many  other  eligibility  criteria.   Certainly  one  of  the 
biggest  problems  with  Medicaid  is  the  non- financial  eligibility 
criteria  which  are  used.   Of  particular  concern  are  the  various 
requirements  which  limit  Medicaid  eligibility  to  only  certain 
groups  of  low-income  people.   Coverage  within  States  is  targeted 
to  certain  groups  which  for  various  reasons  have  been  determined 
to  be  most  in  need  of  medical  assistance,  while  other  equally 
poor  persons  cannot  qualify.   This  policy  creates  many  inequities. 

In  1966  when  Congress  tacked  Medicaid  onto  the  legislation 
creating  Medicare — with  almost  no  debate — an  implicit  decision  was 
made  to  continue  to  use  the  same  philosophical  approach  as  was 
taken  by  the  cash  programs.   This  meant  emphasis  on  categorical 
aid  and  considerable  State  discretion  over  who  would  be  covered 
beyond  the  minimum  groups.   Although  medical  assistance  and  cash 
assistance  are  very  different  types  of  aid,  it  was  decided  that  the 
target  groups  for  the  two  programs  should  be  essentially  the  same. 

As  a  result,  a  significant  portion  of  the  poor  population  have 
no  way  to  become  eligible  for  Medicaid  benefits.   These  include 
working-age  adults  with  no  children  and  two-parent  families  in  most 
States.   Karen  Davis  estimates  that  approximately  six  million  poor 
persons,  or  about  twenty-eight  percent  of  the  poor,  were  ineligible 
for  Medicaid  in  1974.* 

To  sort  out  the  inequities  involved  in  exactly  who  Medicaid 
covers,  this  section  is  organized  to  review  current  eligibility 
provisions  in  terms  of  three  populations  of  interest: 

•  Children; 

•  Working  age  adults; 

•  Special  groups. 

For  each  group,  the  major  equity  issues  are  covered  first,  and  then 
the  minor  ones.   However,  it  should  be  pointed  out  that  the  equity 


*Karen  Davis ,  National  Health  Insurance:   Benefits,  Costs, 
and  Consequences.   The  Brookings  Institution,  1975. 
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issues  which  are  relatively  minor  are  the  ones  about  which  the 
States  complained.   As  mentioned  earlier,  current  fiscal  con- 
straints limit  the  kinds  of  concerns  on  which  the  majority  of 
States  focus. 

3.3.1  Inequities  in  Coverage  of  Low-Income  Children 

In  1970  it  was  estimated  that  only  fifty- five  percent  of  all 
poor  children  (those  under  twenty-one  years  of  age)  in  the  United 
States  were  recipients  of  Medicaid,  as  indicated  in  Exhibit  3-4  on 
the  following  page.*  Part  of  the  reason  for  this  partial  coverage 
relates  to  the  low-income  levels  States  establish  for  eligibility — 
in  most  States  the  AFDC  cash  assistance  level  is  below  the  official 
poverty  level.   But  equally  significant  is  the  fact  that,  in  many 
States,  many  low-income  children  have  no  possibility  of  becoming 
Medicaid-eligible.   In  these  States,  the  non- financial  eligibility 
criteria  are  such  that  only  children  in  AFDC  families  qualify  for 
Medicaid. 

It  is  one  thing  to  decide  that  intact  families  (i.e.,  families 
with  both  parents  present)  who  are  poor  will  not  be  eligible  for 
cash  assistance,  but  it  is  quite  another  matter  to  exclude  them 
from  medical  care.   Presumably  part  of  the  rationale  behind  the 
cash  assistance  categories  is  that  those  families  excluded  from 
coverage  have  adults  present  who  are  able  to  work.   However,  in 
many  intact  families  the  parents  do  work  but  do  not  earn  enough  to 
meet  both  the  family's  maintenance  needs  and  its  medical  needs. 
Children  in  these  families  may  be  deprived  of  needed  medical  care 
not  because  their  parents  are  lazy,  but  simply  because  they  are 
unable  to  earn  enough  to  pay  for  health  care.   Clearly,  in  States 
where  only  children  in  AFDC  families  are  covered  for  medical  care, 
a  severe  inequity  exists,  especially  for  the  children. 


*Karen  Davis,  A  Decade  of  Policy  Developments  in  Providing 
Health  Care  for  Low-Income  Families,  January  1975,  p.  10.   Low- 
income  children  were  defined  according  to  the  Social  Security  Ad- 
ministration poverty  index.   In  1970  the  income  level  for  a  non- 
farm  family  of  four  was  approximately  $3,605. 
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CHILDREN : 


EXHIBIT  3-4 
RATIOS  OF  MEDICAID  RECIPIENTS  TO  POOR,  BY  STATE,  1970* 


Ratio  of 

recipients 

to  poor 

State 

children 

United  States 

0.55 

Alabama 

0.10 

Alaska 

Arizona 

Arkansas 

0.06 

California 

1.33 

Colorado 

0.40 

Connecticut 

1.04 

Delaware 

0.81 

District  of 

Columbia 

1.10 

Florida 

0.20 

Georgia 

0.26 

Hawaii 

0.92 

Idaho 

0.26 

Illinois 

0.70 

Indiana 

0.26 

Iowa 

0.43 

Kansas 

0.51 

Kentucky 

0.33 

Louisiana 

0.03 

Maine 

0.48 

Maryland 

0.73 

Massachusetts 

Michigan 

0.51 

Minnesota 

0.72 

Mississippi 

0.11 

Missouri 

0.33 

Montana 

0.28 

Nebraska 

0.31 

Nevada 

0.47 

New  Hampshire 

0.46 

Mew  Jersey 

0.70 

New  Mexico 

0.26 

i:ew  York 

1.58 

North  Carolina 

North  Dakota 

0.20 

Ohio 

0.40 

Oklahoma 

0.37 

Oregon 

0.35 

Pennsylvania 

0 .  97 

Rhode  Island 

0.72 

South  Carolina 

0.09 

South  Dakota 

0.14 

Tennessee 

0.16 

Texas 

0.08 

Utah 

0.27 

Vermont 

0.30 

Virginia 

0.20 

Washington 

0.70 

West  Virginia 

0.38 

Wisconsin 

0 .  56 

Wyoming 

0.13 

*Karen  Davis ,  National  Health  Insurance:   Benefits,  Costs,  and 
Consequences ,  Brookings  Institution,  Washington,  D.C.,  1975,  pp.  48-49 
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A  child  needs   a  back  brace  and  continuous 
medical   services  for  several   years   to  correct 
a  slight   curvature  of  the  spine.      He  is   one 
of  seven   children.      Both  parents  work  full- 
time,   but    their  annual   income  amounts   to  only 
$7,000.      Unless   the  State  in  which   they  live 
has   a  medical   assistance  program  for  low- 
income  children   under  21    years   of  age,    there 
is  no  way   this   child  could  become  eligible 
for  Medicaid.      Only  sixteen  States  and   the 
District  of  Columbia  have   this  program. 


States,  at  their  option,  decide  which  groups  of  low-income 
children  will  be  eligible  for  Medicaid.   Of  course,  whether  or  not 
a  State  has  a  medically  needy  program  is  important  for  children. 
The  other  groups  most  frequently  covered  by  States  include : 

•  Children  (and  parents)  in  AFDC  cases  who  would  be 
eligible  for  cash  assistance  if  they  applied; 

•  Children  (and  parents)  in  AFDC  cases  who  would  be 
eligible  for  cash  assistance  if  the  State  were  as 
liberal  as  the  Social  Security  Act  allows.   (This 
includes  unborn  children  and  children  with  unemployed 
fathers. ) ; 

•  Foster  children  cared  for  by  public  agencies; 

•  Foster  children  cared  for  by  private  non-profit  agencies; 

•  Children  in  subsidized  adoptions; 

•  Children  under  twenty-one  in  psychiatric  hospitals; 

•  Children  under  twenty-one  in  intermediate  care  facilities; 

•  Children  (and  parents)  in  AFDC  families  which  would  be 
eligible  for  cash  assistance  if  they  were  paying  for  their 
own  child  care; 

•  All  children  (only)  under  age  twenty-one  in  low-income 
families  ;  and 

•  Children  of  unemployed  fathers. 

The  most  comprehensive  options  are  the  medically  needy  pro- 
gram, medical  assistance  to  all  low-income  children  under  twenty- 
one,  and  medical  assistance  to  children  with  unemployed  fathers. 
Exhibit  3-5  on  the  following  page  shows  the  States  which  provide 
these  types  of  coverage  to  children. 
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EXHIBIT  3-5 
SPECIAL  MEDICAID  COVERAGE  GROUPS  FOR  CHILDREN 


i 

Children  of 

Unemployed 

Fathers 

All  Financially 

Eligible 

Individuals 

Under  Age  21 

1 

Children 

in  Medically 

Needy  Cases 

Alabama 

Alaska 

Arizona 

i  Arkansas 

X 

X 

:  California 

X 

X 

X 

Colorado 

X 

Connecticut 

X 

X 

X 

i  Delaware 

X 

i  District  of 
Columbia 

X 

X 

X 

I  Florida 

Georgia 

Hawaii 

X 

X 

Idaho 

Illinois 

X 

X 

Indiana 

Iowa 

x 

Kansas 

X 

X 

Kentucky 

X 

X 

Louisiana 

Maine 

X 

X 

X 

Maryland 

X 

X 

X 

Massachusetts 

X 

X 

X 

Michigan 

X 

X 

X 

Minnesota 

X 

X 

X 

Mississippi 

Missouri 

X 

Montana 

i       x 

X 

Nebraska 

!         x 

X 

Nevada 

New  Hampshire 

X 

New  Jersey 

X 

X 

1 

New  Mexico 

New  York 

1        X 

X 

X 

North  Carolina 

i 

x 

North  Dakota 

i 

X 

Ohio 

X 

Oklahoma 

X 

X 

Oregon 

X 

Pennsylvania 

X 

X 

X 

Rhode  Island 

X       1 

X 

South  Carolina 

South  Dakota 

Tennessee 

X 

Texas 

Utah 

X 

X 

X 

Vermont 

X 

X 

x 

Virginia 

X         I 

Washington 

!    x 

X 

:<          1 

West  Virginia 

i 

X 

Wisconsin 

1      X 

X 

X 

Wyoming 

TOTAL 

i     29 

17 

29        ! 
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States   are  quite    concerned   about   the   coverage   of   children 
under  Medicaid  and  would   certainly   identify   them  as    a  priority 
group.      However,    States  object  to   the  inclusion  of  children  up   to 
age   twenty-one    in   the  various   Medicaid  groups.      In  many  States, 
State    law   recognizes   persons   eighteen  years   of   age   or  older   as 
adults.      Yet,    for  Medicaid  purposes , these   States  must   consider 
persons   in   the   eighteen   to   twenty-one   age  bracket  as    children. y 
States    feel   it  is  both   inequitable   and  politically   difficult   to 
extend  Medicaid   to   these  younger   adults,    but   the  optional   children 
groups    contain  this   age    stipulation.      As   a   result,   many  States   in- 
dicate  they  have   not  extended  Medicaid  coverage   to   as  many  poor 
children   as    they  would  like. 

It   should  be   mentioned  that,    in   the   conversion   to  SSI,    dis- 
abled  children  were   singled  out   for  different   treatment.      Children 
who  meet  SSI's    criteria   for  blindness   or  disability   are    fully 
covered  under  the   Federal   SSI  program.      The  income   and  resources 
of  their  parents    are   considered  in  eligibility   determination   if 
they   are   living  at  home,   but  the  presence  of  both  parents   does  not 
rule  out  eligibility.      However,    Medicaid  eligibility  is   not  auto- 
matically extended   to   all   SSI    children — 209(b)    States   can  continue 
to  use  minimum  age   restrictions   for  disabled  cases. 

3.3.2      Inequities   in   Coverage   of  Working  Age   Adults 

Of   the   low-income  working  age    (21-64   years)    adult  population 
in   the   United  States,    approximately  sixty-one  percent  were   covered 
by   Medicaid   in   1970.*      Medicaid  covers   a  greater  proportion  of 
poor   adults    than  poor   children.      Adults   in   this   age  bracket  qualify 
for  Medicaid  either  because   they   are  parents   of   dependent   children 
(as   defined  under  AFDC)    or  because   they   are   disabled  or  blind. 

The  major  omissions    in   adult   Medicaid   coverage    are   single 
adults,    couples  without   children,    and   couples  with   children,    if  at 
least  one  parent  works    full-time.      Most   of   the   adult   Medicaid 
population   is    composed  of  mothers  who   are  heads   of  households,    and 


♦Ibid. 
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the  disabled.   The  equity  problems  created  by  this  approach  are 
fairly  straightforward.   Adults  may  or  may  not  be  helped  with 
their  medical  needs,  depending  on  whether  they  have  children  and 
on  whether  they  have  another  adult  present  who  shares  this  respon- 
sibility with  them.   They  can  also  be  helped  if  they  are  suffici- 
ently blind  or  disabled  so  that  they  are  expected  to  be  incapacita- 
ted for  at  least  a  year. 

It  certainly  is  open  to  debate  whether  these  criteria  are  the 
most  appropriate  for  deciding  who  among  poor  adults  should  receive 
medical  care.   There  is  considerable  irony  in  the  fact  that  the 
portion  of  the  population  who  are  expected  to  work  are  not  eligible 
for  medical  care,  even  though  such  care  may  be  necessary  to  keep 
them  healthy  and  productive. 

Interestingly,  States  accept  this  categorization  of  the  adult 
population,  given  current  fiscal  constraints.   Their  main  complaint 
about  Medicaid  eligibility  for  working  age  adults  centers  around 
the  disability  definition.   Problems  with  the  disability  definition 
are  discussed  in  detail  below. 

3.3.2.1  Definition  of  Disability 

Medicaid  and  SSI  use  the  same  definition  of  disability  for 
eligibility  determination,  except  in  two  States.*  Examination  of 
SSI's  definition  of  disability  brings  to  light  some  of  the  inequi- 
ties which  prevail  in  the  Medicaid  program  as  a  result  of  conver- 
sion to  SSI.   To  begin  with,  the  wide  disparity  among  State  Disa- 
bility Determination  Services  (DSS)  in  determining  who  is  disabled 
dramatically  illustrates  the  fact  that,  although  a  fundamental 
intent  of  conversion  to  SSI  was  to  prevent  disability  determination 
differences  across  States,  much  remains  to  the  discretion  and  in- 
terpretation of  the  State  DSS  staff. 

On  the  other  hand,  States  have  far  less  flexibility  in  tailor- 
ing eligibility  requirements  to  particular  circumstances  of  their 
communities  than  they  had  prior  to  conversion.   The  $200  limit  on 


*In  two  of  the  fifteen  209(b)  States,  a  more  restrictive  defi- 
nition of  disability  is  used.   All  non-209 (b)  States  must  use  the 
SSI  definition. 
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earned  income  for  determining  substantial  gainful  employment  and 
the  issue  of  work  availability  "in  the  national  economy"  are  ex- 
cellent examples  of  the  inequities  created  by  the  rigidity  of  the 
SSI  disability  definitions. 

The  SSI  definition  of  disability  must  be  applied  by  Medicaid, 
even  in  the  medically  needy  program.*  As  a  result,  persons  not 
quite  disabled  enough  to  meet  SSI  disability  criteria  have  no   ( 
chance  of  becoming  eligible  for  Medicaid.   Arbitrary  cut-off  points 
such  as  the  $200  earned  income  limit  and  the  IQ  standard  used  by 
SSI  seem  particularly  inappropriate  in  determining  whether  people 
receive  full  medical  benefits  or  none.   Since  these  requirements 
are  used  to  define  categorical  relatedness ,  State  Medicaid  programs 
have  no  flexibility  to  serve  other  people  they  consider  disabled 
enough  to  require  medical  care. 

Thus,  despite  SSI's  intent  to  standardize  definitions,  dis- 
abled applicants  and  recipients  are  treated  differently.   Moreover, 
the  standardization  itself  at  times  imposes  arbitrary  cut-offs 
between  persons  who  may  be  equally  in  need  of  medical  care. 

More  explicitly,  the  key  elements  of  the  definition  of  disa- 
bility which  seem  to  create  inequities  are: 

•  Differences  among  State  DDS  bureaus; 

•  Durational  requirement  of  twelve  months; 

•  The  $200  per  month  definition  of  "substantial  gainful 
activity ; "  and 

•  The  elimination  of  social  history  from  consideration  in 
determining  eligibility. 

Other  important,  but  less  crucial,  issues  center  around: 

•  Vocational  assessment; 

•  Definition  of  mental  retardation;  and 

•  General  inflexibility  of  SSI  disability  definition. 

Each  of  the  above  is  discussed  in  turn. 


*Except  in  the  two  States  previously  noted,  which  are  more 
restrictive. 
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Differences  Among  State  Disability  Determination  Services 

The  greatest  irony  resulting  from  SSI's   definition  of  disa- 
bility is  that  despite   the  explicitness  of  the   regulations   there 
is   tremendous   variation  among  States  in  determining  who  is  eligible 
as  disabled.      A  recent  study  by  the  General  Accounting  Office 
clearly  documents   this   fact.      After  studying  several   State  Disa- 
bility Determination  Services,   the  General  Accounting  Office   con- 
cluded there   is   significant  lack  of  agreement  over  how  to   follow 
Federal  guidelines   among  State  Health  Department  agencies  hired  by 
the  Social  Security  Administration  to  decide  who  is   disabled  enough 
to  qualify   for  Federal  aid.      Of  221  sample   claims   submitted  to  ten 
State   DDS  offices   for  the  GAO  study,   there  was   complete   agreement 
on  the  disposition  of  only   forty-eight    (twenty-two  percent)    of  the 
claims . 


A  man  in  his  late  50 's  who  has  been  doing  con- 
struction work  for  thirty- five  years  has   a  heart 
condition  and  can  no  longer  do  heavy  labor  as   a 
result.      In  his   very  early   20' s,   prior   to  his 
construction  career,  he  was  an  auto  mechanic  for 
a  year.      State  X  determines  him  eligible ,   citing 
20  CFR  416.902(c) ,   and  State  Y  determines  him 
ineligible  citing  the  same  section  on  disability 
criteria.      This  particular  section  of  the  SSI 
regulations  supposedly  provides   guidance  about 
what   to  do  with   the  disability   applicant  with  a 
marginal   education  and  long  work  experience  in 
unskilled  arduous  physical   labor  who  becomes 
impaired. 


Therefore,   because  of  differences   in  interpretation  by  DDS  bureaus, 
individuals   are  treated  differently  solely  on  the  basis  of  where 
they   live.      The  same   case  will  be   approved  in  one  State  and  denied 
in  another. 


♦General  Accounting  Office   Report,   The  Social  Security  Admin- 
istration Should  Provide  More  Management   and  Leadership  in  Deter- 
mining Who   Is   Eligible    for  Disability  Benefits,    August   17,    1976. 
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Durational  Requirement 

In  defining  disability,  the  SSI  regulation  specifies  that  the 

individual  must  be  unable  to  engage  in  any  substantial  gainful 

activity  (SGA)  because  of  an  impairment  which  either  will  result 

in  death  or  which  has  or  can  be  expected  to  last  for  a  continuous 

period  of  not  less  than  twelve  months. 

i 
The  twelve  month  durational  requirement  for  eligibility  is 

inequitable  because  persons  are  treated  differently,  even  though 
they  are  equally  unable  to  pay  their  medical  bills  due  to  disabil- 
ity. 

Each  of  the  nine  States  visited  cited  this  requirement  as  un- 
acceptable because  it  disqualifies  many  individuals  with  severe 
disabilities.   The  States  feel  a  shorter  period  would  be  more  just 
and  more  in  keeping  with  the  objective  of  Medicaid  to  provide  re- 
habilitative services.   Someone  who  is  disabled  for  longer  than 
three  months,  for  example,  and  who  has  little  or  no  income  because 
of  his  disability  deserves  medical  coverage  because  he  cannot  be 
gainfully  employed  while  disabled.   Furthermore,  it  would  be  un- 
reasonable to  expect  most  people  to  have  savings  or  health  insur- 
ance to  cover  all  medical  costs  for  up  to  a  year  if  they  become 
disabled.   Oklahoma  presented  an  example  of  this  problem: 


A  fifty-year  old  woman  had  a  severe  heart 
condition  and  underwent  surgery.      She  had 
been   a   dishwasher  in  a   cafe  prior   to  the 
onset  of  her  illness   and  subsequently   did 
not   receive  workman's   compensation.      The 
doctor  said  she  would  not  be  able  to  work 
for  nine  months  following  her  operation. 
For  nine  months,    the  woman  had  no  income 
or  assets.      She  incurred  a  medical  bill   of 
$12,000.      Yet  she   did  not  qualify   for  SSI 
or  medical   assistance  because  she  was  not 
expected  to  be  disabled  long  enough. 
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SSA' s  $200  a  Month  Limit  on  Earned  Income  for  Determining 
Substantial  Gainful  Activity 

According  to  20  CFR  416.934(b),  "an  individual's  earnings 
from  work  activities  averaging  in  excess  of  $200  a  month  shall  be 
deemed  to  demonstrate  his  ability  to  engage  in  substantial  gainful 
activity  in  the  absence  of  evidence  to  the  contrary." 

This  rule  is  inequitable  in  two  ways.   First,  an  arbitrary 
dollar  amount  is  not  an  adequate  measure  of  whether  or  not  a  per- 
son is  self-supporting.   A  disabled  individual  who  does  not  earn 
$200  a  month  may  be  eligible  for  benefits  even  though  he  has  con- 
siderable resources  in  unearned  income.   Furthermore,  in  some 
communities,  the  $200  per  month  limit  is  totally  inadequate  in 
terms  of  measuring  "substantial"  employment  whereas  in  other  com- 
munities, this  dollar  amount  is  sufficient. 

Second,  the  intent  of  the  medically  needy  program  has  always 
been  to  provide  medical  assistance  to  those  who  can  meet  their  own 
maintenance  needs  but  are  unable  to  cover  their  medical  needs. 
However,  for  disabled  persons,  the  $200  limit  acts  as  a  major  con- 
straint on  medically  needy  eligibility.   The  disabled  person  earn- 
ing over  $200  is  precluded  from  establishing  categorical  eligibil- 
ity and  thus  cannot  qualify  for  the  medically  needy  program  even 
though  (s)he  is  barely  capable  of  meeting  his/her  maintenance 
needs.   Furthermore,  no  consideration  is  given  to  what  that  per- 
son's medical  needs  may  be. 

Ironically,  the  $200  limit  probably  serves  as  a  disincentive 
for  work  since  it  disqualifies  one  for  Medicaid.   In  a  sense ,  it 
becomes  a  Medicaid  "notch,"  as  described  in  Section  3.2.1.   One 
extra  dollar  of  earned  income  can  mean  the  difference  between  full 
Medicaid  benefits  and  none. 

Four  of  the  States  reviewed  explicitly  cited  this  rule  as  a 
problem,  especially  for  the  medically  needy  program.   North  Dakota 
described  the  impact  of  this  problem  as  follows : 
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Mentally  retarded  SSI  recipients   are  often 
placed  in  sheltered  workshops   to  do   very 
routine,    repetitive   tasks   such   as  washing 
dishes   as  a  way  of  building  their  indepen- 
dence.     These  individuals  may   ultimately 
earn  $200   a  month;   however,    they   are  far 
from  self-supporting .  They  often  require 
constant  supervision,    transportation ,   other 
assistance,    and  frequently ,   help  with  dress- 
ing and  feeding.      However,    upon  receipt  of 
$200   a  month,    they  become  ineligible  for 
cash   and  medical   assistance ,   even  as  medi- 
cally needy. 


Elimination  of  Psycho-Social  Factors  from  Consideration 

Prior  to  conversion,  the  States  in  their  disability  criteria 
usually  considered  an  individual's  social  and  psychological  situa- 
tion, as  well  as  his/her  physical  condition  in  determining  disa- 
bility.  However,  SSI  relies  only  on  medical  data.   No  attempt  is 
made  to  describe,  for  example,  the  living  situation  of  the  appli- 
cant.  For  some  persons  with  less  major  physical  disabilities,  an 
analysis  of  their  social  histories  may  shed  significant  light  on 
their  situations.   Since  SSA  does  not  take  into  consideration  an 
applicant's  social  history,  many  persons  are  ruled  ineligible  even 
though  they  are  effectively  as  disabled  as  a  person  with  an  impair- 
ment listed  in  the  regulations. 

Six  of  the  States  visited  explicitly  referred  to  this  problem. 
They  indicated  that  an  individual's  actual  living  situation  or  en- 
vironment can  be  critical  to  providing  a  fair  determination  of  his/ 
her  disability.   Therefore,  they  felt  that  SSA' s  judgments  should 
be  tempered  by  this  type  of  data. 

States  believe,  at  a  minimum,  that  psychological  and  social 
factors  should  be  given  consideration  in  determining  eligibility 
for  the  medically  needy  program.   As  a  matter  of  fact,  some  States 
indicate  that  they  liberally  interpret  the  regulations  to  include 
psycho-social  factors  in  determining  eligibility  for  medically 
needy  cases.   This  results  in  further  inequities  since  a  person  in 
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in  New  York  may  receive  medical  assistance  in  the  same  situation 
as  a  person  in  Oregon  who  has  been  denied  cash  and  medical  assis- 
tance . 

The  following  case  illustrates  how  a  social  history  could 
make  a  difference: 


Mary  and  John,    two  children   ten  years  of  age, 
are  mentally  retarded  and  have  IQ's   of  sixty- 
five.      Mary  lives  with  both  parents  in  a  very 
supportive  home  atmosphere,   attends  special 
school,   and  has   received  numerous  special 
services   for  several   years.      John  is   a  foster 
child,   abandoned  by  his  mother  shortly  after 
his  birth.      He  has  never  attended  school   for 
any  length  of  time  and  has  received  almost  no 
instruction  in  caring  for  himself.      He  is  now 
in  his   twelfth  foster  home.      Both  children 
are  denied  for  SSI  because  their  IQ's   are  not 
low  enough. 


The  medical  diagnosis  of  both  these  children  could  be  identi- 
cal, yet  the  reality  of  their  situations  is  dramatically  different. 
It  seems  most  inequitable  to  deny  the  second  child  medical  assis- 
tance . 

Vocational  Assessment 

Several  aspects  of  SSA1 s  requirements  for  assessment  of  voca- 
tional potential  result  in  similar  persons  being  treated  different- 
ly.  First,  an  applicant  may  be  denied  on  the  grounds  that  (s)he  is 
capable  of  performing  a  certain  type  of  work,  such  as  sedentary 
work,  regardless  of  whether  such  work  is  available  in  the  community 
in  which  (s)he  lives.   In  fact,  this  work  does  not  even  have  to  be 
available  in  the  region  in  which  (s)he  lives,  so  long  as  "it  exists 
in  the  national  economy .. .either  in  the  region  where  such  individual 
lives  or  in  several  regions  of  the  country."*  According  to  this 
regulation,  the  following  situation  could  occur: 


*20  CFR  416.902(b) 
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Mr.    Stanley,    a  sixty-year  old  farmer  and  a 
life-long  resident   of  rural   North  Dakota, 
has   developed  a  severe   case  of  rheumatoid 
arthritis.      He  is   told  he  can  no  longer 
farm,   but    that  he  could  possibly  do  seden- 
tary work  such   as   that  of  an  elevator 
operator ,    car  lot   attendant,   or  desk  clerk, 
However,    these   types   of  jobs   do  not  exist 
in  his   community .      According  to  SSI,   he  is 
ineligible  because  this   type  of  work  is 
available  in   the   "national   economy ." 


Persons  who  happen  to  live  in  rural  areas,  where  certain 
types  of  jobs  (such  as  sedentary  ones)  are  scarce,  are  nevertheless 
denied  disability  status  since  these  jobs  exist  in  other  locali- 
ties. 

A  second  type  of  problem  occurs  because  a  person's  disability 
status, ras  judged  by  SSI,  may  depend  on  a  combination  of  the  per- 
son's age  and  work  history.   The  following  case  demonstrates  the 
inequity  which  occurs  as  a  result  of  this  process: 


Ms.    Carlisle  and  Mr.    Thompson,    two  SSI  appli- 
cants  in   their  fifties,   both  have  heart   dis- 
ease,   and   their  doctors  have  stipulated  they 
can  perform  only  sedentary  work.      Ms.   Carlisle 
has  never  worked  before,   and  her  application 
is    therefore   approved.      Mr.    Thompson,    the 
other  applicant,   has  a  previous  work  history 
and  therefore  is   denied  on   the  grounds   that 
he  is   capable  of  sedentary  work. 


Again,  similar  persons  are  treated  differently.   The  issue  is  even 
more  complex,  however,  because  in  some  instances  the  reverse  of  the 
case  cited  occurs.   That  is,  the  vocational  assessment  of  older 
women  who  have  never  worked  does  not  take  into  consideration  their 
age,  skills,  and  experience,  and. therefore,  they  are  denied  for  both 
cash  and  medical  assistance. 
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Third,  States  indicated  that  SSA  at  times  has  denied  cases 
because  the  persons  have  previous  work  histories,  when  in  fact  the 
previous  work  was  only  a  series  of  short-term  jobs.   The  following 
is  an  example  cited: 


Mr.   Allison,    an  alcoholic ,   had  had  twenty  jobs 
in  one   year.      Each  job  lasted  an  average  of 
one   to  two  weeks.      Mr.   Allison  was   determined 
ineligible  for  SSI  because  his  work  history 
was  indicative  of  his  ability   to  work. 


This  is  yet  another  example  of  the  intent  of  Medicaid  being  under- 
mined by  the  rigidity  of  SSI's  disability  definition. 

Definition  of  Mental  Retardation 

In  order  to  be  classified  by  SSI  as  mentally  retarded  accord- 
ing to  SSI  disability  criteria,  an  individual  must  have  an  IQ  of 
59  or  less.   An  IQ  between  59  or  69  will  not  qualify  unless  the 
individual  has  another  potentially  disabling  condition.   SSI's  re- 
liance on  IQ  test  scores  in  determining  the  disability  of  mentally 
retarded  applicants  has  been  a  subject  of  controversy  both  because 
IQ  test  scores  can  vary  considerably,  depending  on  the  test  instru- 
ment, and  because  individuals  can  have  different  scores  at  differ- 
ent times.   There  are  other  controversies  regarding  the  reliability 
of  IQ  scores,  yet  SSI  guidelines  contain  an  exact  standard. 

General  Inflexibility  of  Disability  Definition 

There  are  many  other  issues  related  to  the  SSI  definition  of 
disability.   A  significant  number  of  them  relate  to  the  general 
inflexibility  of  the  definition.   Since  the  disability  criteria  are 
rigidly  applied,  they  do  not  take  into  consideration  cases  which  do 
not  exactly  fit  the  criteria,  yet  which  unquestionably  should  be 
eligible  for  Medicaid.   The  following  examples  illustrate  the  impact 
of  this  rigidity  upon  Medicaid  eligibility. 
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Example  1:      Continuous   Disability 

Two  brothers   in   their   twenties  who  are 
hemophiliacs   applied  for  SSI  disability 
and  Medicaid  but  were  denied  as  not  being 
sufficiently  disabled.      The  reason  for 
denial   was   that   they  were  not   continuously 
disabled  and,    in  fact,    could  hold  down 
jobs  much  of  the   time.      This  was   true, 
but   each  of  these  applicants  would  fre- 
quently suffer  a  medical   crisis  as   a  result 
of  his  hemophilia.      Not  surprisingly , 
they  would  regularly   incur   thousands  of 
dollars   worth  of  medical   bills.      Further- 
more,   the  illness,    which  frequently  and 
regularly  resulted  in  acute  medical   crisis, 
made  employment   tenuous.      They  desperately 
needed  medical   assistance  but  could  not 
qualify  as  disabled,    and   therefore  could 
not   even  be  eligible  as  medically  needy 
recipients   through  spending  down. 


Example   2:      Multiple  Disabilities 

A   50-year  old  man  applied  for  SSI,    Title  II 
Disability  benefits  and  Medicaid  in  late 
1974.      In  January  1975,   his  applications 
were  all   denied  since  he  was  not   considered 
to  be  disabled  enough.      His  diagnosis  was  a 
pituitary   tumor  and  heart  disease,   neither 
of  which  was  felt   to  be   sufficiently  dis- 
abling enough   to  qualify  him  for  SSI.      The 
man  was  informed  by  his  doctor  that  he 
could  be  helped  if  he  could  go  to  Boston, 
Massachusetts   for  surgery;   however,    the 
applicant  did  not  have  sufficient  resources 
to   cover   the  expense.      He  requested  a   fur- 
ther hearing  but   died  before  it   could  take 
place.      In  July,    1975,    his   wife  represented 
him  at   the  hearing  in   Washington,   D.C.,   but 
again  his   case  was  denied,    even   though  he 
had  died  as  a   result  of  his  medical   prob- 
lems. 


Example   3:      Treatable  Cases 

A  woman  with   a   curved  spine  was   told  by  her 
doctor   that  she  could  be  cured  with  corrective 
treatment .      However,   SSA  denied  her  disabil- 
ity  application  because  her  condition  is 
treatable.      Thus,    the  woman  faces   a   "Catch-22" 
situation:      she  cannot  become  eligible  for 
Medicaid  because  her  disability   can  be  cor- 
rected,   yet  without  medical   assistance ,    she 
cannot  afford   the  medical   care   to  remove   the 
disability . 


Example   4.      Waiting  Period 

A  young  man  has  recently  been  diagnosed  as 
schizophrenic  by  his  doctor.      As  a  result 
of  his   condition,  he  has  had  difficulty 
maintaining  employment.      SSA  determines 
him  ineligible  for  assistance  because 
schizophrenics  are  approved  as   disabled 
only  if  they  have  been  hospitalized  at 
least  once  before.      However,   another  man 
in  the  same  situation  is   determined  eli- 
gible merely  because  he  was  hospitalized 
for  schizophrenia  once  previously . 


All  of  these  examples  depict  cases  in  which  the  applicants 
are  substantially  disabled  and  are  in  obvious  need  of  medical  care. 
Yet  with  each  case,  each  applicant  fails  to  meet  SSI's  disability 
criteria.   States  feel  very  strongly  that  SSI's  inflexibility  in 
eligibility  determinations  for  the  disabled  violates  the  intent  of 
Medicaid  "to  furnish  rehabilitation  and  other  services  to  help 
such  individuals  attain  or  retain  capability  for  independence  or 
self-care."* 

3.3.3  Inequities  in  Special  Group  Coverage 

During  recent  years,  a  few  special  groups  have  been  created 
for  purposes  of  Medicaid  and  cash  assistance  eligibility.   These 
include  Cuban  Refugees,  Indo-Chinese  Refugees,  and  "Grandfathered" 
cases  for  SSI.   For  each  of  these  groups,  modifications  have  been 
made  in  the  cash  and  Medicaid  eligibility  requirements  which  are 
applicable  only  to  them.   Obviously,  there  were  unusual  circum- 
stances which  prompted  the  establishment  of  these  groups;  never- 
theless, the  special  treatment  afforded  them  has  resulted  in  some 
inequities.   These  are  briefly  discussed  below. 


♦Social  Security  Act,  Section  1901, 
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3.3.3.1      Cuban   and  Indo-China   Refugees 

The   Cuban   Refugee   Program  was   established  in   1962    and   the 
Indo-Chinese   Program  in   1975.      Both  were   set  up   to   allow   a   large 
influx  of   refugees   to   the   United  States   to  become   eligible    for 
cash   assistance    and  Medicaid.      Both  programs   are   totally   Federally 
funded.      These  programs  essentially  provide   that  the   categorical 
requirements    for  eligibility   are  waived   for   all   applicants   from 
these   groups,    as   are   the   citizenship   and  residency   requirements. 
Beyond   these   differences,    eligibility  depends   on  other  criteria, 
such   as   a  State's    financial   requirements,    being  satisfied. 
Even   for   these   special   groups,    eligibility  criteria  differ   from 
State   to   State    to   some   extent. 

Although   it   is   understandable  why  these   groups  were   singled 
out   for   special   consideration,    their   unusual   status   does   result   in 
inequities.      Equally  poor   families   in   a  community  may  not  be  able 
to  receive   the  medical  care  which  is  being  provided  to  refugees 
through   Medicaid.      Also,    other   refugee   groups   do  not   receive   this 
special   treatment. 

Several   study   States  mentioned  this   inequity.      They   consider 
it  unfair  that  such  groups   do  not  have   to  meet  the  same  eligibility 
requirements   as  the  rest  of  the  population. 


In  State  X,  Ms.   Adair,    a   twenty-two-year-old 
diabetic  recently   graduated  from  college,   is 
having  difficulty  finding  full-time  work. 
She  is  able   to  find  enough  part-time  work   to 
pay   for  food  and  rent,   but  is  having  tremen- 
dous   difficulty  paying  for   the  daily  supply 
of  insulin  which  she   requires .      Since  she 
cannot   meet   the  categorical   requirements ,   she 
is   denied  Medicaid  eligibility .      Ms.    Chi,    a 
twenty-two-year-old  Indo-Chinese   refugee  in 
the  same   community  with  no  medical   problems , 
is   fully   covered  by  Medicaid  and  cash  assis- 
tance  since  she  is   unable   to  find  work. 
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3.3.3.2   Grandfathering 

With  the  conversion  to  SSI  in  1974,  it  was  decided  that  it 
would  not  be  fair  to  penalize  persons  who  had  enjoyed  more  liberal 
income  levels  and  definitions  of  eligibility  criteria  under  the 
State  adult  assistance  programs.   As  a  result,  these  persons  were 
"grandfathered"  for  SSI  and  Medicaid.   As  grandfathered  recipients, 
they  continue  to  receive  the  same  amount  of  income  they  received 
prior  to  SSI.   Furthermore,  their  continuing  eligibility  for  bene- 
fits, including  Medicaid,  are  judged  by  the  previous  criteria. 
The  rationale  for  the  grandfathering  provisions  was  that  no  recip- 
ient should  be  made  worse  off  as  a  result  of  the  SSI  conversion. 

Even  though  the  conversion  to  SSI  took  place  over  three  years 
ago  and  there  has  been  an  increase  each  year  in  the  SSI  payment 
level,  there  continue  to  exist  a  substantial  number  of  cases  in 
some  States  which  are  eligible  only  because  of  the  grandfathering 
provision.   These  grandfathered  cases  are  eligible  for  the  more 
liberal  cash  benefits  and  for  Medicaid  until  they  die  or  lose  their 
status  as  a  financially  eligible  aged,  blind,  or  disabled  individ- 
ual. 

As  a  result  of  grandfathering,  another  type  of  inequity  has 
been  created.   In  spite  of  the  good  intentions,  certain  individuals 
now  receive  special  treatment  just  because  they  happened  to  be  re- 
ceiving cash  and/or  medical  assistance  before  SSI. 

However,  few  complaints  about  grandfathered  cases  were  heard 
from  the  study  States.   States  recognize  the  inherent  inequity, 
but  support  the  continuation  of  the  grandfathered  cases.   Most  of 
the  originally  grandfathered  cases  are  now  eligible  for  SSI  and 
Medicaid  under  SSI  criteria.   Those  which  continue  eligibility 
under  the  grandfather  status  are  mainly  those  with  special  needs 
such  as  homemakers  and  essential  persons.   Since  States  generally 
advocate  the  recognition  of  these  special  needs  for  adult  cases , 
they  support  continuing  these  grandfathered  cases.   Their  solution 
to  the  equity  problem  would  more  likely  be  to  recognize  special 
needs  for  all  SSI-related  cases  rather  than  to  abolish  grandfather- 
ing. 
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Two   disabled  persons  in  State  X  require  a  home- 
maker.      Both  have  income  of  $200   from  Social 
Security.      Mr.    Wiley,   who  received   cash  assis- 
tance  from  the  State  prior  to  SSI,    also  gets   a 
mandatory  State  supplement  of  $100   a  month   to 
cover  his  need  for  homemaker  service.      He  re- 
ceives  this  amount  because  his  pre-SSI  assis- 
tance benefit  which  included  a  special   payment 
for  homemaker  service  was   $100  higher  than   the 
State's   current  SSI  level   of  $177  a  month. 
SSI  grandfathering  provisions  require   that  he 
continue   to  receive   this  higher  amount  and 
that  he   continue   to  be  eligible  for  Medicaid. 

Mr.    Martino,    also  disabled ,   applied  for  assis- 
tance  after  SSI  went  into  effect .      He  is 
treated   differently .      The  SSI  program  does  not 
recognize  special   needs.      Therefore,  his  income 
is   compared  only   to   the  State's  SSI  standard, 
not   to  a  standard  which   takes   account  of  his 
special   need  for  a  homemaker.      Mr.   Martino  is 
determined  ineligible  for  SSI  on   the  basis  of 
excess   income.      Because  the  State  does  not  have 
a  medically  needy  program,   he  also  cannot 
qualify  for  Medicaid. 
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3.4  Other  Eligibility  Criteria 

Even  if  people  are  poor  and  fit  into  the  Medicaid  groups  and 
categories,  eligibility  is  still  not  certain.   The  Medicaid  pro- 
gram in  every  State  has  numerous  additional  criteria  which  must  be 
satisfied  in  order  to  attain  eligibility.   For  example,  recipients 
must  be  citizens  or  resident  aliens  of  the  United  States.   They 
must  also  be  residents  of  the  States  to  which  they  apply  for  Medi- 
caid.  Not  only  does  recipient  income  have  to  be  low,  but  also  it 
has  to  be  low  within  specified  time  periods.   The  responsibility 
of  certain  relatives  has  to  be  considered.   Some  recipients  are 
required  to  register  for  work.   These  requirements  are  representa- 
tive of  the  various  additional  criteria  which  can  be  involved. 

Although  these  criteria  are  given  little  attention  in  most 
analyses  of  how  welfare  and  Medicaid  should  be  reformed,  they  are 
important  and,  in  many  instances,  are  the  reason  for  denial  of 
Medicaid  benefits.   Like  the  eligibility  criteria  described  in  pre- 
vious sections,  they  also  can  cause  inequities  and  disincentives. 
In  this  section,  the  major  problems  resulting  from  these  other 
eligibility  criteria  are  reviewed. 

Before  proceeding,  it  should  be  mentioned  that  most  of  the 
equity  and  incentive  problems  described  below  result  from  policy 
differences  between  AFDC,  Medicaid  and  SSI.   There  are  few  in- 
stances in  which  any  one  of  these  criteria,  in  and  of  itself,  is 
considered  by  the  States  to  be  inequitable,  unlike  previous  cri- 
teria discussed.   Rather,  States  object  to  the  differences  in  the 
definition  and  application  of  these  criteria  across  categories  and 
programs . 

3.4.1   Inefficient  Targeting  Due  to  Transfer  of  Assets  Policies 

Prior  to  the  conversion  to  SSI,  many  State  cash  assistance 
(and  Medicaid)  programs  would  rule  an  applicant  ineligible  if 
(s)he  had  transferred  assets  for  less  than  fair  market  value 
within  some  specified  period  prior  to  the  date  of  application 
(e.g.,  one  year).   The  legislation  which  created  SSI  contains  no 
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such  provision,  so  SSI  counts  as  available  resources  only  those 
assets  which  are  in  the  applicant's  (or  spouse's  or  parents') 
name  as  of  the  date  of  application. 

The  lack  of  a  transfer  of  assets  prohibition  is  probably  not 
crucial  to  SSI — few  persons  would  be  willing  to  transfer  significant 
assets  to  gain  an  income  of  $178  per  month.   Persons  who  face  exten- 
sive medical  treatment  and/or  institutionalization,  however,  have  a 
much  stronger  incentive;  the  average  cost  of  nursing  home  care  cur- 
rently exceeds  $700  per  month.   Unfortunately,  except  in  the  fifteen 
209(b)  States,  current  legislation  requires  State  Medicaid  programs 
to  follow  SSI  policies  regarding  transfer  of  assets  when  determining 
Medicaid  eligibility  for  the  aged,  blind,  and  disabled.*  Thus,  a 
serious  target  inefficiency  has  been  created — applicants  with  sig- 
nificant resources  can  transfer  their  assets  to  their  desired  heirs 
and  have  Medicaid  cover  all  medical  bills.** 


Mr.    Smith  is  seventy-six  years   old  and  is 
crippled  by   arthritis.      He  decides   to  enter 
a  nursing  home  and,    two  months  before  he 
does  so,   he   transfers  his   extensive  stock 
holdings    to  his  son.      The   transfer  leaves 
Mr.    Smith  without  any  income  or  resources. 
He  is   therefore  eligible   for  both  SSI  and 
Medicaid;    and  Medicaid  will  pay   for  his 
nursing  home  care    (assuming  it  is  medically 
justified)  .      The  State  can   recoup  its  expen- 
ditures  on  behalf  of  Mr.   Smith  from  his  son 
only  if  the  State  has  a  law  which  makes  all 
adult   children  responsible  for  the  medical 
expenses   of  their  parents. 


*209(b)  States  may  have  more  restrictive  transfer  of  asset 
policies . 

**Current  rules  do  not  prohibit  a  State  from  enforcing  (via 
retroactive  recoupment)  any  State  law  of  general  applicability 
which  makes  adult  children  responsible  for  the  medical  bills  for 
their  parents. 
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All  of  the  209(b)  States  visited  by  USR&E  cited  SSI's  lack 
of  a  transfer  of  assets  prohibition  as  one  reason  for  choosing 
the  209(b)  option.   Other  States  indicated  that  they  did  not 
realize  until  recently  that  SSI  allows  transfer  of  assets  at  any 
time  up  to  the  point  of  application. 

3.4.2   Inequities  for  the  Institutionalized  and  Incentives  for 
Institutionalization 

One  of  the  stated  aims  of  the  Medicaid  program  is  to  provide 
for  the  rehabilitation  and  independence  of  receipients.   Yet  the 
interaction  between  SSI  and  Medicaid  creates  few  incentives  to 
de-institutionalize  persons  residing  in  nursing  homes  or  other 
long-term  care  facilities.   To  the  contrary,  there  are  two  major 
areas  in  which  the  system  operates  to  encourage  rather  discourage 
institutionalization.   These  are: 

•  SSI  deeming  policy,  and 

•  SSI  policy  on  protection  of  a  home  and/or  spouse  in  the 
community. 

Each  of  these  is  discussed  below. 

SSI  Deeming  Policy 

"Deeming"  is  the  SSI  policy  under  which  some  of  the  income  re- 
ceived by  a  responsible  relative  is  considered  to  be  available  to  an 
applicant  for  public  assistance,  for  purposes  of  determining  the 
applicant's  eligibility  for  and  amount  of  benefits.   Deeming  inte- 
grates the  various  relative  responsibility  laws  into  the  eligibility 
determination  process. 

Medicaid  and  SSI  take  different  views  on  relative  responsibil- 
ity.  Both  programs  consider  only  the  responsibility  of  spouse  for 
spouse  and  of  parents  for  children  under  twenty-one.   Medicaid  has 
no  additional  limitations.   Under  SSI,  however,  the  deeming  of  in- 
come from  spouse  to  spouse  or  parent  to  child  continues  only  so  long 
as  the  parties  reside  in  the  same  household.   As  applied  to  institu- 
tionalization, this  SSI  policy  means  that,  once  an  SSI  recipient  or 
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applicant  has  been  institutionalized  in  a  medical  facility  for  one 
full  month,*  income  is  no  longer  deemed. 

Because  of  this  policy/  even  wealthy  parents  or  spouses  can  get 
Medicaid  coverage  for  a  disabled  child  or  an  infirm  spouse  in  a 
medical  institution;  the  income  and  resources  of  the  parents  or 
spouse  will  not  be  considered  in  the  eligibility  determination  pro- 
cess.** Clearly,  the  policy  creates  strong  incentives  to  institution- 
alize an  elderly  spouse  or  a  retarded  child  in  order  to  reduce  the 
financial  burden  upon  the  family. 


Mr.    and  Mrs.   Harris  have   two  children,   one  of 
whom  is  severely   disabled.      The  Harrises  have 
earned  income  of  $700  per  month.      Medical 
expenses   for  John,    the  disabled  child,   are 
considerable.      If  John  remains   at  home,  he  is 
not  eligible  for  SSI,   since  his  family's 
available  income  exceeds   the  SSI  level  by 
$125  per  month.      This  is  obtained  by   taking 
$700,   subtracting  $65  in  allowable  work  expen- 
ses,   $178  for  Mr.    Harris,    $89  for  Mrs.   Harris, 
and  $65  for  Katy  Harris.      The  remainder,   $303, 
exceeds   the  maximum  SSI  grant  by  $125. 

At  a  meeting  of  the  Association  for  Retarded 
Citizens ,   Mrs.   Harris  met  Mrs.   Ruth,   whose 
monthly   family  income  is   $2,500.      The  Ruths 
decided  to  institutionalize   their  daughter, 
who  is  now  eligible  for  SSI  and  Medicaid. 
The  Ruth  family  has  no  responsibility  for 
their  daughter' s  medical  expenses. 

Mr.   and  Mrs.    Carter  live  on  her  pension  of 
$550  per  month.      Mr.    Carter  has  had  a  stroke 
and  is  permanently  disabled.      Upon  advice  of 
her  physician  and  her  attorney ,   Mrs.    Carter 
puts  him  in  an  intermediate  care  facility. 
After  one  month,   Mrs.   Carter  is  no  longer 
responsible  for  him,    according  to  SSI  regu- 
lations ,    and  Mr.    Carter  becomes  eligible  for 
SSI  benefits   and  Medicaid. 


*Six  months  if  both  members  of  a  couple  are  SSI-eligible. 

**This  SSI  policy  need  not  be  followed  in  209(b)  States.   In 
other  States,  general  relative  responsibility  laws  may  be  used  to 
retroactively  recoup  Medicaid  expenditures  from  parents  or  spouses; 
this  is  a  time-consuming  and  sometimes  difficult  process,  however. 
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As  each  of  these  cases  points  out,  the  limited  duration  of 
deeming  from  spouse  to  spouse  and  parent  to  child  creates  strong 
incentives  to  institutionalize  and/or  not  to  de-institutionalize. 
In  general,  States  felt  that  this  provision  of  the  SSI  legislation 
penalizes  families  who  do  not  institutionalize  a  seriously  ill  mem- 
ber.  They  stated  that  it  violates  many  of  their  own  State  laws 
regarding  relative  responsibility.   Furthermore,  in  many  instances 
the  SSI  policy  extends  scarce  Medicaid  resources  to  persons  who  are 
not  the  most  financially  needy. 

Those  States  who  have  exercised  the  209(b)  option  have  adopted 
a  variety  of  regulations  on  relatives1  responsibilities  toward  the 
institutionalized  individual.   Duration  of  responsibility  in  these 
States  varies  from  SSA's  requirements  up  to  an  indefinite  length  of 

time  in  some  States.   In  general,  States  would  like  to  impose  some 
form  of  continuing  relative  responsibility,  but  feel  that  non-in- 
stitutionalized individuals  and  families  ought  to  be  able  to  retain 
a  fairly  substantial  income ,  much  higher  than  that  used  as  a 
standard  for  cash  assistance . 

SSI  Policy  on  Protection  of  a  Home  and/or  Spouse  in  the 
Community 

Perhaps  one  of  the  most  important  factors  aiding  deinstitu- 
tionalization of  persons  in  long  term  care  is  the  ability  to  main- 
tain a  home  outside  the  institution.   This  ought  to  include  not  only 
maintenance  of  a  home  for  the  individual,  but  also  support  of  a 
spouse  or  other  essential  person. 

Medicaid  regulations  make  specific  provision  for  maintenance  of 
a  home  and/or  spouse  outside  the  institution: 

"When  such  an  individual's  home  is  maintained  for  a  spouse 
or  other  dependents,  the  appropriate  income  level  for  such 
dependents,  plus  the  individual's  income  level  for  mainten- 
ance in  a  long  term  care  facility,  shall  be  applied.   A 
higher  level  of  maintenance  may  also  be  applied  for  a 
temporary  period,  not  to  exceed  six  months,  to  allow  an 
individual  to  apply  his  income  and  resources  to  maintenance 
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of  a  home  if  a  physician  has  certified  that  such  individual 
is  likely  to  return  to  the  home  within  such  temporary 
period."* 

Thus ,  Medicaid  is  designed  to  protect  both  the  spouse  and  the  indi- 
vidual who  may  be  able  to  leave  the  institution  within  six"  months. 

However,  SSI  regulations  do  not  provide  similar  protection 
either  to  the  individual  or  spouse.**  When  an  SSI  recipient  enters 
a  Title  XIX  long-term  care  facility,  his/her  allowable  income  level, 
including  SSI  payments,  is  reduced  to  a  $25  per  month  "personal 
needs  allowance,"  after  the  first  full  calendar  month  of  institution- 
alization.  If  there  is  an  eligible  spouse  in  the  community,  the 
total  benefit  to  the  couple  will  equal  the  individual  benefit  for  the 
spouse,  plus  the  personal  needs  allowance.   If  the  spouse  is  ineli- 
gible or  there  is  no  spouse,  the  largest  benefit  permitted  from 
SSI  is  the  personal  needs  allowance.   This  policy  has  two  effects: 
first,  the  spouse  in  the  community  is  unlikely  to  have  enough  re- 
sources to  maintain  him (her) self ;  and,  second,  the  individual  or 
couple  is  unlikely  to  have  sufficient  resources  to  maintain  a  home. 


*45  CFR  248.3(b) (4) . 
**20  CFR  416.231(a)  (2)  . 
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The  Thompson  couple,   an  elderly  SSI  recipient 
and  his  fifty-nine  year  old  wife,    live  in  State 
X.      Mrs.    Thompson  is  not  eligible  for  SSI; 
although  she  has  some  health  problems,   she  is 
not  sufficiently  disabled.      The  total   income  of 
the  couple  consists  of  an  SSI  payment  of  $178 
per  month  and  $50   earned  by  Mrs.    Thompson 
doing  babysitting.      A  serious   illness   causes 
Mr.    Thompson   to  be  institutionalized .      Thus, 
his  SSI  payment  is  reduced   to   a  $25  personal 
needs  allowance.      Mrs.    Thompson,   having 
almost  no  income,    gives   up  their  home  and 
moves  in  with  her  family.      If  Mr.    Thompson 
were   to  get  well   enough   to  return  home,    there 
would  be  no  room  for  him  and  no  way  for  he 
and  his  wife  to  re-establish  an  independent 
household. 

Mr.   Dexter  has  a  stroke  and  enters  a  nursing 
home  for  rehabilitation.      Since  his  SSI  grant 
is  reduced   to  $25  per  month,   he  has   to  give 
up  his   apartment  and  dispose  of  his  furniture . 
Eight  months  after  his  stroke,   Mr.    Dexter  is 
sufficiently   recovered  to  be  discharged,   but 
he  has  no  place  to  go  and  stays  in  the  nursing 
home. 


Thus,  SSI  policy  helps  to  make  de-instituitonalization  dif- 
ficult.  Further,  the  conflict  between  SSI  and  Medicaid  regula- 
tions creates  a  serious  inequity.   Because  Medicaid  will  protect 
dependents  in  the  community  and  SSI  will  not,  families  with 
income  in  addition  to  SSI  benefits  are  much  better  off  than  fami- 
lies without  other  income.  If  an  SSI  recipient  also  receives 
Social  Security  benefits,  for  example,  these  benefits  will  con- 
tinue after  the  individual  is  institutionalized  and  may  be  used 
to  support  dependents  in  the  community. 
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Mr.   Jones  receives  Social  Security  benefits 
of  $125  per  month,    a  small   pension  of  $30  per 
month,    and  SSI  benefits  of  $43  per  month. 
His  wife  has  no  income  of  her  own.      Mr.   Jones 
enters   a   nursing  home;   because  his   other  in- 
come exceeds  his   personal   needs  allowance,    SSI 
payments  stop.      However,   his  Social   Security 
benefits   go   to  his  wife's  support,   since   the 
Medicaid  program  recognizes    that  she  is  de- 
pendent  upon  him. 

Mr.   Rose,   on  the  other  hand,   receives  a  pen- 
sion of  $20  per  month  and  SSI  benefits  of 
$178.      When  Mr.    Rose  enters   a  nursing  home, 
his  SSI  benefits   fall    to  $25,   leaving  nothing 
for  his   wife . 


The  States  visited  by  USR&E  had  varied  reactions  to  this  prob- 
lem; several  felt  that  maintaining  SSI  benefits  ninety  days  after 
institutionalization  would  protect  spouses  in  the  community  and 
those  persons  likely  to  leave  the  institution.   Other  States,  parti- 
cularly those  with  low  allowable  resource  levels,  felt  that  higher 
SSI  benefits  while  institutionalized  would  cause  many  persons  to  ex- 
ceed the  resource  level  and  become  ineligible  for  SSI  and  Medicaid. 

3.4.3   Inequities  and  Disincentives  to  Recipients  with  Third  Party 
Coverage 

Having  private  health  insurance  coverage  does  not  affect  a 
person's  eligibility  for  Medicaid.   However,  Medicaid  is  specifically 
denoted  as  the  payer  of  last  resort  for  the  medical  expenses  of  those 
eligible.   Individuals  are  supposed  to  use  private  insurance,  or 
other  government  benefits — such  as  Champus ,  Veterans  Administration 
benefits,  Indian  Health  Services,  or  Medicare — prior  to  using  Medi- 
caid. 

The  use  of  alternative  sources  of  payment  shifts  the  economic 
burden  away  from  States  toward  the  private  sector  or  other  programs 
of  the  Federal  government.   The  problem  here  is  that  there  are  no 
incentives  within  Medicaid  to  encourage  use  of  third  party  coverage. 
An  individual  who  maintains  private  coverage  is  no  better  off  than 
an  individual  without  any  health  insurance. 
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Recipients  who  are  categorically  needy  receive  no  compensation 
for  having  the  foresight  to  obtain  and  maintain  third  party  cover- 
age; the  premium  payment  is  not  disregarded  from  income.   Thus  they 
are  worse  off  than  persons  who  do  not  have  such  coverage,  since  they 
have  paid  out  money  for  the  insurance.   Medically  needy  applicants 
do  get  to  deduct  premiums  for  private  insurance  from  their  incomes 
in  establishing  eligibility,  but  are  otherwise  not  rewarded.   Thus 
the  medically  needy  applicant  who  has  other  insurance  coverage  must 
exhaust  his/her  resources  and  reduce  his/her  income  to  the  same 
financial  levels  required  of  persons  who  did  not  (or  could  not) 
exercise  financial  planning  by  purchasing  private  insurance. 


Ms.   O'Leary,    a  mother  of  two  young  children,   is 
laid  off  from  her  job.      She  is  able  to  live  off 
savings  for  a  while,   but  finally   applies  for 
AFDC  and  is  determined  eligible.      She  hopes  to 
get  off  of  welfare  as  soon  as  possible.      She 
has  been  enrolled  in  Blue  Cross/Blue  Shield  for 
several   years.      She  wonders  if  she  should  take 
$60   each  month  from  her  AFDC  grant  of  $200   to 
keep  up  her  health  insurance  coverage .      As   long 
as  she  keeps   up  her  health  insurance  policy, 
Medicaid  will   not  have  to  pay  any  major  medical 
bills  for  her  family.      After  a   couple  of  months, 
she  gives  up  her  insurance. 


In  general,  States  were  aware  of  the  lack  of  incentives  in  the 
system  to  obtain  and/or  use  other  third  party  coverage.   Local 
office  workers  in  several  States  said  that  the  issue  of  third  party 
coverage  frequently  comes  up  in  conversations  with  clients .   The 
workers  felt  that  there  was  a  non-monetary  incentive  to  keep  private 
insurance — the  risk  of  being  uninsurable  in  the  future.   In  those 
States  with  very  limited  Medicaid  benefits,  there  is  also  a  financial 
incentive  to  maintain  private  coverage,  but  this  incentive  does  not 
exist  in  States  with  liberal  benefit  provisions. 
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Medicare  Part  B  Buy-In 

Federal  Financial  Participation    (FFP)    is  not  extended  to  the 
premium  for  Medicare  Part  B   for  Medicaid  recipients  unless  they 
also  receive   cash   assistance.      On  the  other  hand,   FFP  is   available 
for  Part  B  buy-in   for  cash  assistance   recipients.      Because  Medicare 
dollars   are  totally  Federal  dollars,    it   is  in  the  interest  of  the 
States   to  have  everyone  who  is   eligible  enrolled  in  Medicare  Part  B. 
However,    since   there   is   no  FFP   for  the  Part  B  buy-in  for  non-cash 
recipients,    and  since   there  are  no  incentives   for  the  individual 
to  purchase   Part  B  insurance,    some  States   are   requiring  enrollment 
in  Medicare    (for  those  eligible)    as   a  condition  of  eligibility   for 
the  medically  needy  under  Medicaid. 

If  the   State   does  not   require  Part  B  coverage,    the  individual 
faces  the  same    lack  of  incentives  as    (s)he   does  with  private   in- 
surance;   spend-downers  may  deduct  the  premium  from  their  spend-down 
liability,   but  the  medically  needy  individual  who  does  not  have   to 
spend-down  is  worse  off  by  purchasing  Part  B  coverage. 

States   receive   a  mixed  set  of  incentives — on  the  one  hand, 
there   is   an   incentive   to  buy-in  even  without  FFP,    since   Medicare 
reimbursement  is   all  Federal  monies;    on  the  other  hand,    the   cost  of 
buying  in  plus  the  costs   of  covering  copayments  and  deductibles  may 
be   greater  than  the  potential  direct  costs  to  the  State  of   services 
actually  provided.      Whichever  way  States  proceed,    they  have   to 
gamble   that  their  decision  is  the  correct  one.       , 


Mr.    Gino ,    a  seventy-year  old  man,    applies  for 
the  medically  needy  program  and  is  determined 
eligible .      He  has  Social  Security  income  of 
$200   a  month  each  month.      The  State's  medi- 
cally needy  level  is  $190,   so  that  with  the 
standard  $20   disregard  he  is   under  the  income 
level   and  is  eligible  with  no  spend-down.      Mr. 
Gino  has  been  paying  his  Medicare  Part  B  pre- 
mium for  several   years.      Now   he  has  no 
incentive  to  continue   these  payments,   even 
though   the  Medicare  coverage   could  save   the 
State  Medicaid  dollars. 
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3.4.4   Inequities  Due  to  the  Policy  on  Appeals 

In  States  which  use  SSI  criteria  for  the  aged,  blind,  and  dis- 
abled, inconsistencies  exist  between  the  appeals  processes  for 
Medicaid  and  for  SSI  which  can  result  in  inequitable  treatment. 
Two  situations  occur.   First,  in  States  which  require  a  separate 
application  for  Medicaid,  it  often  happens  that  a  disabled  case 
applies  for  both  SSI  and  Medicaid,  but  is  denied  on  the  basis  of 
not  meeting  disability  criteria.   Such  an  applicant  will  often  ap- 
peal to  SSI,  but  not  realize  that  he  also  needs  to  file  a  separate 
appeal  with  Medicaid. 


Mr.    Carson,    a  man  in  his  early  sixties  who 
had  worked  for  forty  years  in   construction, 
could  no  longer  perform  arduous  physical 
labor.      He  filed  separate  disability  appli- 
cations  for  SSI  and  Medicaid.      He  was   deter- 
mined ineligible  by  SSI  and  Medicaid.      He 
appealed  the  case  through  SSI,   and  the  de- 
cision was  reversed  six  months   after  the  date 
of  application.      He  was  eligible  for  SSI  pay- 
ments back   to   the  point  of  application,  but 
not  for  Medicaid  since  he  did  not  appeal 
Medicaid' s  original   decision.      He   did  not 
know  that  he  had  to  appeal   to  Medicaid 
directly .  He  immediately   reapplied   to  Medi- 
caid and  was   also  found  eligible .      However, 
only   three  of  the  previous  six  months   could 
be  covered  by  Medicaid    (the  limit  on  retro- 
active coverage) .      He   thus  has   three  months 
worth  of  medical  bills  he  has   to  pay  himself 
even   though  he  was  eligible  at   the  time. 


A  second  situation  involves  disability  cases  in  which  SSI  takes 
years  to  complete  its  appeal  process.   While  such  an  appeal  is 
pending,  the  applicant's  Medicaid  status  cannot  be  determined.   If 
the  State  chooses  to  provide  Medicaid  coverage  and  the  applicant 
subsequently  loses  his  appeal,  the  State  will  receive  no  FFP  for 
services  provided  to  the  applicant.   If  the  State  chooses  not  to 
provide  Medicaid  coverage,  the  applicant  will  have  great  difficulty 
obtaining  necessary  medical  care,  even  though  he  will  be  eligible 
at  least  back  to  the  original  date  of  application  if  he  wins  his 
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appeal.   Thus,  the  slowness  of  SSI's  appeals  process  places  either 
the  applicant  or  the  State  in  a  very  difficult  position.* 


Ms.   Stone   applied  for  SSI  and  Medicaid  and 
was   denied  by  both  for  not  meeting  the  defi- 
nition of  disability .      She  appealed  the 
decision  to  both  SSI  and  Medicaid.      Two 
years   later,   SSI  reversed  its   decision. 
However,   while   the  appeal   was  pending,   she 
was  not   covered  under  Medicaid.     As   a  result, 
she  could  not  afford  certain  rehabilitative 
treatment  which  might  have  restored  her 
ability   to  work  if  begun  promptly .      Instead, 
her  condition  worsened ,    and  she  is  now  con- 
fined to  a  nursing  home  for  the  forseeable 
future. 


3.4.5  Inequities  in  Retroactive  Coverage 

Persons  applying  for  cash  assistance  and/or  Medicaid  can  be 
eligible  for  Medicaid  for  up  to  three  months  prior  to  the  month  of 
their  application.   However,  they  have  to  have  been  eligible  during 
that  period,  and  such  eligibility  may  not  be  assumed.   Interestingly, 
persons  ineligible  at  the  point  of  application  can  be  found  eligible 
for  the  retroactive  period.   Applications  can  also  be  approved  for 
retroactive  Medicaid  coverage  of  deceased  persons. 

Inequities  in  retroactive  coverage  result  from  two  situations. 
The  first  involves  persons  determined  eligible  for  retroactive  cov- 
erage who  have  already  paid  for  the  medical  services  they  received 
during  the  retroactive  period.   Federal  regulations  require  that 
Medicaid  payments  be  made  only  to  providers,  not  recipients.**   There- 
fore, unless  a  recipient  who  has  paid  for  Medicc.id-covered  services 
can  persuade  the  provider  to  return  the  money  and  bill  Medicaid  for 


*If  the  SSI  appeal  is  expecially  slow,  the  situation  may 
be  further  complicated  by  the  time  limit  for  filing  Medicaid 
claims  (24  months  after  date  of  last  service;  45  CFR  249.81)  . 

**There  is  one  exception.   States  may,  at  their  option,  re- 
imburse the  medically  needy  for  payments  to  physicians  and  den- 
tists . 
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the  services,  (s)he  is  out  of  luck.   Retroactive  coverage  applies 
only  to  unpaid  bills,  thus  giving  greater  benefits  to  the  person 
who  has  not  paid  for  previous  services  rendered. 


Mr.   Manning  and  Mr.   Hawkins,    two  aged  people, 
qualify  for  Medicaid  and  SSI.      Both  have  re- 
ceived health  services  in  the  months  prior   to 
application.      Mr.    Manning  has  paid  for   these 
services  and  completely  exhausted  all  his 
savings   to  do  so.      Mr.    Hawkins  has  not  paid 
for  the  services  he  received  and  is  delighted 
to  learn   that  Medicaid  will   cover  the  bill . 
Mr.   Manning,   who  has  already  paid,   cannot 
persuade  his  doctor  to  go   through  the  incon- 
venience of  reimbursing  him  and  billing  Medi- 
caid instead.      Since  Medicaid  cannot  pay   cash 
recipients  directly ,    there  is  no  way  for  him 
to  recover  his  savings. 


A  second  inequity  with  retroactive  coverage  can  occur  for  spend- 
down  cases.   The  concept  of  "in-hand  income"  as  cited  in  the  Medi- 
caid regulations  causes  the  problem.   45  CFR  248.3(c) (4)  says  that 
for  the  medically  needy  "...only  such  income  and  resources  will  be 
considered  as  will  be  'in-hand'  within  a  period..."   This  regulation 
can  be  interpreted  two  ways.   For  the  spend-down  case,  inequities 
arise  under  either  interpretation.   On  the  one  hand,  income  which  is 
no  longer  in  the  applicant's  possession  (because  it  has  been  spent) 
may  be  considered  to  be  not  "in-hand"  for  the  prior  period.   If  so, 
then  the  applicant  has  an  advantage.   (S)He  does  not  have  to  be  re- 
sponsible for  the  excess  income  of  the  prior  months.   However, 
the  applicant  who  has  saved  and  not  spent  all  his  income  would  have 
to  use  it  to  spend  down. 

On  the  other  hand,  the  policy  of  counting  income  as  available 
for  a  past  period,  even  though  it  has  already  been  spent,  does  not 
seem  fair  either.   Under  such  an  approach,  an  applicant  may  have  to 
incur  medical  services  equal  to  six  months  worth  of  excess  income, 
when  he  only  has  three  months  of  income  to  work  with. 
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Mrs.   Jarrett  and  her  three  children  apply  for 
the  medically  needy  program.      The  mother  earns 
$450   a  month.      The  medically  needy  level   for 
four  people  is   $325  in  her  State.      Her  work 
expenses    total   $50   a  month.      So  she  has   $75 
a  month  in  excess  income,   or  $450  for  a  six 
month  period.      One  of  Mrs.   Jarrett' s   children 
has  been  hospitalized   with  pneumonia   three 
months  before   the  Medicaid  application.      Mrs. 
Jarrett  has  received  a  bill   of  $500  for  the 
hospital   stay.      To  spend-down  she  has   to  be 
responsible  for  $450  of  the  bill .      Mrs . 
Jarrett  maintains  she  should  only  have   to  pay 
$225   on   the  bill,   since  she  has  already  spent 
her  income  from  the  prior  three  months.      She 
says   there  is  no  way  she   could  possibly   take 
$150  out  of  each  pay  check  over  the  next 
three  months.      By   doing  so,    she  would  be   allo- 
cating one-third  of  her  income  for  the  spend- 
down;    furthermore,   after  her  work  expenses , 
she  and  her  three  children  would  only  have 
$250   a  month   to  live  on. 


3.4.6   Inequities  Resulting  from  Extended  Coverage  Provisions 

Federal  regulations  provide  for  extended  Medicaid  coverage, 
i.e.,  coverage  which  contines  beyond  the  period  of  eligibility  for 
cash  assistance,  for  both  the  AFDC  and  the  SSI  populations.   The 
general  purpose  of  extended  coverage  is  to  ease  the  transition  from 
dependence  to  independence. 

There  are  several  areas  within  the  extended  coverage  provision 
where  inequities  arise.   These  include:   different  time  periods  de- 
pending upon  the  circumstances  which  caused  the  loss  of  cash  bene- 
fits ,  different  treatment  of  the  same  circumstance  depending  upon 
categorical  relatedness,  and -gaps  in  coverage. 
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Time  Periods  of  Extended  Coverage 

There  are  four  circumstances  under  which  extended  Medicaid 
coverage  is  provided.   These  include:* 

•  Four  months  extended  coverage  (Medicaid  only)  for  AFDC- 
related  households  who  become  ineligible  for  cash  benefits 
because  of  increased  hours  and/or  wages,  for  families  who 
have  received  AFDC  benefits  in  three  of  the  last  six 
months  (required) ; 

•  At  State  option,  two  months  extended  coverage  (both  cash 
and  Medicaid)  for  AFDC- related  households  while  overcoming 
a  condition  of  eligibility — e.g.,  when  the  absent  parent 
returns  to  the  home  but  cannot  immediately  assume  full 
responsibility  for  supporting  the  family; 

•  Nine  months  extended  coverage  (both  cash  and  Medicaid)  while 
overcoming  a  disability  for  SSI-related  individuals.   This 
provision  applies  only  to  those  persons  who  are  attempting 
to  return  to  work  while  disabled  (required) ;**  and 

•  At  State  option,  two  months  extended  coverage  (Medicaid 
only)  to  any  Medicaid  recipient  while  overcoming  a  condition 
of  eligibility — e.g.,  when  an  absent  parent  returns  or  when 
a  blind  person  regains  sight  through  an  operation. 

Thus,  the  existence  and  duration  of  extended  coverage  depends  upon 
categorical  relatedness  and  on  the  reason  for  termination  of  eligi- 
bility for  cash  assistance. 

The  presence  of  extended  coverage  should  serve  as  an  incentive 
to  become  financially  independent;  however,  there  is  no  apparent 
reason  for  the  different  time  periods. 


*45  CFR  248.1(b) (I) (iii)  and  248.4(b) (iii) (6) ,  and  20  CFR 
416.936(b) . 

**This  provision  applies  only  to  the  disabled  who  return  to 
work  while  disabled.   It  does  not  apply  to  the  aged  or  the  blind. 

3-81 


On  April   1,   Ms.   Jones  is  no  longer  eligible  for 
AFDC  benefits  since  her  new  job  pays  her  an 
income  too  high  for  her  to  continue   to  receive 
a  cash  grant.     Ms.   Jones  and  her  children  are 
eligible   to  receive  Medicaid  benefits   until 
August  1 . 

On  April   1,   Mr.   Smith  returns   to   the  family  he 
deserted  several    years   ago.      The  family  continues 
to  receive  an  AFDC  check  and  be  eligible  for 
Medicaid  until   June  1. 

On  April   1,   Ms.   Brown,   who  receives  SSI  benefits 
because  she  has  cerebral  palsy,    takes  a  job 
which  pays  her  $400  per  month.      Ms.   Brown  has 
just  finished  a  rehabilitation  program  which 
placed  her  in   this  job,   her  first  since  re- 
ceiving SSI  benefits.      Ms.   Brown  is  eligible   to 
receive  SSI  and  Medicaid  benefits   until   January 
of  next  year. 


The  States  visited  by  USR&E  commented  primarily  on  the  four 
months  continued  coverage  for  AFDC-related  cases.   Those  States  with 
a  medically  needy  program  and/or  generous  grants  felt  that  extended 
coverage  provided  little  work  incentive;  some  favored  dropping  the 
provision.   One  State  did  note  the  inequity  inherent  in  using  four 
months  for  earnings  and  two  months  for  all  other  conditions  of  eli- 
gibility. 


Extended  Coverage:   Differences  between  Categories 

The  preceding  section  has  already  touched  upon  some  of  the 
categorically  related  differences  in  extended  coverage.   Disabled 
SSI-related  recipients  are  allowed  up  to  nine  months  extended  cover- 
age while  overcoming  a  disability,  while  AFDC  recipients  only  re- 
ceive two  months  extended  coverage  if  the  deprivation  factor  is 
removed. 

AFDC  recipients,  however,  do  receive  four  months  extended  cov- 
erage if  the  loss  of  cash  benefits  is  occasioned  by  an  increase  in 
earnings.   Except  for  those  disabled  SSI  recipients  who  return  to 
work  while  still  disabled,  SSI  persons  do  not  receive  extended  bene- 
fits in  this  circumstance.   Thus,  an  aged  or  blind  person  (or  a 
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person  no  longer  disabled)   who  returns  to  work  and  is  no  longer 
eligible   for  cash  assistance   receives  no  Medicaid  benefit,  while 
the  AFDC- related  family  does. 


Mr.    Huddleston,   age  sixty-six,  has  been  released 
from  a  nursing  home  where  he  was   receiving  SSI 
and  Medicaid.      He  finds   a  job  as  a  bookkeeper  at 
$500  per  month.      His  earnings  are  sufficiently 
high   to  make  him  ineligible  for  SSI   and  there- 
fore ineligible  for  Medicaid  even  though  he  has 
continuing  medical   expenses  of  $55  per  month. 

Ms.    Reed  has  just  completed  a  WIN  program  which 
has   trained  her  as  a  key  punch  operator.      She 
obtains  a  job  which  pays  her  $550   a  month.      Her 
countable  income  exceeds   the  grant  level  by   $72 
per  month,   so  she  is  no  longer  eligible  to  re- 
ceive AFDC  benefits.      However,   since  her  ineli- 
gibility was  caused  by  an  increase   in  earnings , 
she  receives  four  months  extended  Medicaid 
coverage . 


AFDC-UF  Cases   and  Extended   Coverage 

AFDC-UF  cases   are   treated   like    all   other  AFDC-related   cases  with 
regard  to  extended  coverage;    that  is,    if  cash  eligibility  is   lost 
because  of  increased  hours  of  work  or  increased  income   from  employ- 
ment,  Medicaid  eligibility  continues   for  four  months. 

However,   because  of  stringent  requirements   for  AFDC-UF  eligibil- 
ity,   families  may   lose  extended  coverage   rights.      To  be  eligible   to 
receive  AFDC-UF  benefits,    the  father  must  have  worked  in  at  least  six 
of  the  thirteen  prior  quarters   and  must  be  willing  to  work  and  not 
be  employed  more  than  100  hours  per  month.      It  is  possible   for  a 
family  to  become  eligible   for  AFDC-UF  benefits,   and  then  lose   them 
because  of  increased  hours  and/or  wages.      The   family   retains  Medicaid 
coverage   for  four  months  but  only  as   long  as  the   father    (or  some 
other   family  member)    remains  employed.      If  the   father  loses  his   job, 
it  is  quite  possible  he  will  no   longer  have   sufficient  work  experi- 
ence  to  qualify   for  AFDC-UF  benefits   and  will   lose  Medicaid  eligibil- 
ity as  well. 
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Mr.    Irwin  and  his   family  had  been   receiving 
AFDC-UF  benefits  for  the  past  six  months.      When 
the  Irwin  family   applied  for  assistance,   Mr.~~ 
Irwin  had  been   out  of  work   for  eighteen  months 
and  had  seven  quarters   of  countable  work  exper- 
ience.     Mr.    Irwin   got  a   full-time   job   two 
months   ago,    giving  up  cash  assistance,   but 
qualifying  for  extended  Medicaid  coverage.      Mr. 
Irwin  was  laid  off  last  week;   since  he  did  not 
work  in  eight  of  the  previous   thirteen  quarters , 
he  is  ineligible  for  AFDC-UF  benefits   and  no 
longer  eligible  for  Medicaid . 

If  Ms.    Irwin  were  head  of  the  family,   she  could 
apply  for  AFDC  benefits   and  receive  both  cash 
and  medical   assistance . 


As   the  example  points   out,    this  provision  discriminates   against 
intact   families.      A  family  headed  by  one  parent  may  reapply  immedi- 
ately   for  cash   assistance   and  Medicaid. 

3.4.7      Inequities    Resulting   from  Different  Accounting  Periods 

The   choice   of   an   accounting  period   for  income   consideration 
can   have   a   substantial   effect   upon  horizontal   equity.      The   account- 
ing period   for  benefits    is    a  misleadingly   simple   issue.      It   is 
defined   as   the   time   period  over  which   income   is   measured  to  deter- 
mine  eligibility   for  benefits.      AFDC  benefits   are  generally   calcu- 
lated on  a  monthly  basis,   while   SSI  benefits    are   calculated  quar- 
terly. 

Since    countable    income  may    fluctuate,    the   choice   of  accounting 
periods   can  affect: 

•  eligibility   for  cash   and  Medicaid; 

•  program   costs ; 

•  system  responsiveness    to   changes   in   income;    and 

•  whether  or   not   similar   families   and  individuals  with 
similar  incomes   are    treated  equitably. 
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The  shorter  the  accounting  period,    the   greater  the  program  costs   and 
the  greater  is   responsiveness   to  fluctuations   in  income .      A  length- 
ening of  the  accounting  period  for  cash — and  therefore   for  Medicaid — 
would  probably  decrease   the  burden  on  the  Medicaid  system.      To  take 
an  extreme  example ,    an  AFDC-related   family  of   four  with  income  of 
$6,000  distributed  evenly  over  the  year  is  unlikely  to  be  eligible 
for  assistance  under  any   accounting  period,  while   a   family  with  in- 
come of  $6,000  over  six  months   and  nothing  for  six  months  will  be 
ineligible  under  an  annual   accounting  period  but  eligible    for  half 
the  year  under  a  shorter  accounting  period. 

The   following  example  illustrates   the  difference  an  annual 
accounting  period  would  make  in  eligibility   for  cash  and  Medicaid. 


The  Lopez  family  has   an  annual   earned  income  of  $4,800, 
receiving  $1,200  in  January  and  July,    and  $600  in  March, 
May,   September,   and  November.      They  have  no  other  income. 
The  Kelly  family  also  earns   $4,800,  but  at  a  rate  of  $400 
per  month . 

Both  families  live  in  a  State  with  no  medically  needy 
program  and  a  cash  assistance  level   of  $200  for  the 
family   unit.      The  State  uses  a  one  month   accounting  per- 
iod for  eligibility  determination.      Both  families  are 
allowed  work  expenses  of  $45  per  month. 

The  Lopez  family  is  eligible  for  Medicaid  and  cash  in 
six  months  out  of  twelve — those  months  in  which   there  is 
no  income  earned — and  for  Medicaid  only  in   three  addi- 
tional months    (see  note)  .      The  Kelly  family  has  countable 
income  every  month  of  $355.00,    too  high   to  be  eligible 
for  cash.      In  addition,    the  Kelly's  receive  no  Medicaid. 

Notice  that  despite  the  fact   that   the  families  have   the 
same  level  of  annual   earnings,    the  Lopez  family  receives 
not  only  cash  assistance  of  $1,200  a   year,   but  also 
Medicaid  for  nine  of  twelve  months. 

(continued  on  next  page) 
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(continued  from  previous  page) 

Lopez  Family 

Kelly  Family 

Month 

Income 

Medicaid 

AFDC 

Income 

Medicaid          AFDC 

January 

$1,200 

Not  Eligible 

0 

$   400 

Not  Eligible 

0 

February 

0 

Eligible 

$200 

400 

Not  Eligible 

0 

March 

600 

Not  Eligible 

0 

400 

Not  Eligible 

0 

April 

0 

Eligible 

200 

400 

Not  Eligible 

0 

May 

600 

Not  Eligible 

0 

400 

Not  Eligible 

0 

June 

0 

Eligible 

200 

400 

Not  Eligible 

0 

July 

1,200 

Eligible* 

0 

400 

Not  Eligible 

0 

August 

0 

Eligible 

200 

400 

Not  Eligible 

0 

September 

600 

Eligible* 

0 

400 

Not   Eligible 

0 

October 

0 

Eligible 

200 

400 

Not  Eligible 

0 

November 

600 

Eligible* 

0 

400 

Not  Eligible 

0 

December 

0 

Eligible 

200 

400 

Not   Eligible 

0 

Total 

Annual 

$4,800 

$1200 

$4,800 

0 

*Because  c 

jf  the  Medicaid  extended  cover 

age  provisions   for  AFDC 

cases    (st 

?e  Section   3.4.2),    this 

case  wi 

ould  continue  Medicaid 

eligibil. 

ity  (only) 

during  the  starred  months. 

The  above  example  would  be  even  more  complex  if  the  two  differ- 
ent benefit  programs  had  different  accounting  periods.  SSI  and  Medi- 
caid, for  example,  use  different  accounting  periods. 

Differences  in  Accounting  Periods  between  SSI  and  Medicaid 

The  SSI  program  uses  a  three  month  accounting  period  to  deter- 
mine eligibility  for  benefits,  while  under  Medicaid  a  State  may 
choose  the  length  of  the  accounting  period. 

The  States  visited  by  USR&E  used  a  variety  of  accounting  peri- 
ods, most  frequently  one  month  for  AFDC  cases,  aid  one  to  six  months 
for  the  medically  needy.   This  difference  can  cause  inconsistency  in 
benefits  between  SSI  and  Medicaid,  depending  upon  how  irregular  in- 
come flows  are  treated.   A  rural  State,  visited  by  USR&E,  has  a 
problem  with  recipients  receiving  annual  lease  payments,  as  follows: 
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State  X  uses  SSI  criteria  but  requires  a  separate 
application  for  Medicaid  and  for  State  supplemen- 
tary payments.      Mr.   Sands   receives  an  annual 
lease  payment  of  $1,200  in  October.      The  State 
determines  his  monthly  income   to  be  $100.      SSI, 
however,  will   determine  that  he  has  no  income 
from  January   through  September  and  $400  per  month 
October  through  December.      Therefore,   during  the 
first  nine  months,   Mr.   Sands  will   receive  a  full 
SSI  payment    ($178  per  month)    but  will  have   too 
much  income    ($178  +  $100  =  $278,   according  to  the 
State)    to  qualify  for  the  optional  State  supple- 
ment and  Medicaid.      October  through  December, 
Mr.   Sand's  SSI  payment  will   stop  but  Medicaid 
coverage  and  optional  State  supplement  payments 
will  begin. 

Mr.  Parker,  who  receives  a  lease  payment  of  $100 
per  month,  is  continuously  eligible  for  SSI  ($98 
per  month),   State  supplement,   and  Medicaid. 


In  States  which  use  a  one  month  accounting  period  for  categori- 
cally needy  adults ,  persons  with  fluctuating  income  may  be  continu- 
ously eligible  for  SSI  benefits  but  not  for  Medicaid.   The  following 
example  illustrates  this  problem. 
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State  X   uses  SSI   criteria  but   requires   a 

- 

separate  application  for  Medicaid  and  uses 

a  monthly   accounting  period.      Ms.    Goldburg 

receives   $200  in  January,    $200  in  February, 

and  $50   in  March,   while  her  neighbor,   Ms. 

Wilson,    receives  $150  each  of  the  three 

months.      Both  are  eligible  for  SSI  payments 

but  Ms.    Goldburg  is  not   eligible  for  Medi- 

caid in   January  or  February ,    while  Ms.    Wilson 

is   eligible  in  all    three  months. 

Ms  .    Goldburg 

Ms.    Wilson 

SSI 

SSI 

Month 

Income        Grant        Medicaid 

Income        Grant 

Medicaid 

January 

$200        $   47.80           Not 

Eligible 

$150        $   47.80 

Eligible 

February 

200             47.80           Not 

Eligible 

150             47.80 

Eligible 

March 

50             47.80     Eligible 

150             47.80 

Eligible 

Total 

$450        $143.40 

$450        $143.40 

Because  of  slightly  different  income  flows  and  because  of  dif- 
ferent accounting  periods  for  each  program,  persons  with  the  same 
annual  or  quarterly  income  will  get  different  benefits. 

3.4.8   Inequities  Resulting  from  Different  Definitions  of  the 
Family  Unit 

Several  potential  inequities  result  from  discrepancies  between 
SSI's  and  State  Medicaid  programs'  definitions  and  treatment  of  the 
family  unit. 

Two  issues  related  to  married  individuals  result  in  problems. 
First,  SSI  recognizes  extralegal  marital  arrangements,  i.e.,  persons 
"holding  themselves  out  to  the  community  as  man  and  wife,"  for  deem- 
ing purposes.   However,  most  States  recognize  only  the  legal  defini- 
tion of  married  individuals.   This  difference  in  treatment  can  re- 
sult in  approval  by  one  program  and  denial  by  the  other. 
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Mr.    Lloyd,    a  blind  applicant  for  SSI,    lives  with 
a  woman  who  is  not  his  wife.      According  to  SSI, 
the  woman's   resources  are  deemed  as  available   to 
Mr.   Lloyd  in  determining  his  income  eligibility 
because  she  and  he  present   themselves  as  married 
to   the  community.      If  this  couple  were   to  apply 
only  for  Medicaid  in   the  State,    the  woman's  re- 
sources would  not  be  considered  in  determining 
the  man's  income  eligibility  because  they  are 
not  legally  married. 


Second,  SSI  treats  stepparents  as  family  members  in  determining 
eligibility  and  deems  stepparents'  income  to  eligible  family  mem- 
bers.  This  is  different  from  the  AFDC/Medicaid  approach  in  most 
States,  and  sometimes  conflicts  with  State  law.   Again,  this  differ- 
ence in  approach  to  defining  the  family  unit  can  result  in  a  differ- 
ent eligibility  decision. 


David,   a  blind  child,   lives  with  his  mother  and 
stepfather.      According  to  SSI,    the  stepfather' s 
income  and  resources,    as  well   as   the  mother's , 
must  be  deemed  to  David  in  determining  income 
eligibility.      In   the  same  State,   Andrew,   an 
AFDC  child,   lives  with  his  mother  and  stepfather. 
According  to  State  law,    the  stepfather's  income 
and  resources   are  not  considered  as  being  avail- 
able  to  Andrew  when  determining  eligibility . 


3.5  Interstate  Variations 

In  the  preceding  sections  the  analysis  has  focused  upon  those 
areas  of  Federal  legislation  and  regulation  which  create  serious 
inequities  or  disincentives.   However,  even  if  all  inequities  in 
Federal  policy  were  eliminated  and  all  disincentives  removed,  if 
State  options  remained,  there  probably  would  still  be  inequities. 
Since  States  exercise  considerable  discretion,  interstate  variation 
in  eligibility  criteria  for  Medicaid  is  a  major  equity  concern. 
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States  differ  in  the  groups  they  cover,  in  financial  levels 
for  eligibility  for  cash  assistance,  in  whether  or  not  they  provide 
an  optional  supplement  to  SSI,  and  in  whether  or  not  they  have  a 
medically  needy  program.   In  addition,  fifteen  States  have  elected 
to  return  to  their  January  1972  standards  for  Medicaid  coverage  of 
the  adult  categories  (the  209(b)  option),  which  adds  yet  another 
degree  of  potential  variation. 

Interstate  differences  introduce  inequities  because  eligibility 
also  depends  upon  where  a  person  lives.   For  example,  children  in 
families  with  an  unemployed  father  are  eligible  for  Medicaid 
benefits  in  twenty-nine  States;  all  children  under  age  twenty-one  in 
low-income  families  are  eligible  in  seventeen  States.   Differences  in 
benefit  levels  will  also  affect  eligibility;  a  family  earning  $300  a 
month  is  eligible  for  cash  assistance  in  some  States,  medical  assis- 
tance only  in  others,  and  not  entitled  to  any  benefits  in  others 
still. 

This  section  examines  the  interstate  variation  in  coverage  of 
the  categorically  needy  (including  groups  covered  and  benefit 
levels) ,  coverage  of  the  medically  needy,  and  eligibility  provisions 
in  209(b)  States.   Other  requirements  which  vary  by  State  are  also 
reviewed,  such  as  allowable  resources  for  AFDC  and  the  medically 
needy,  the  treatment  of  work  expenses,  and  the  use  of  accounting 
periods.   Finally,  an  analysis  is  presented  of  how  some  States  pro- 
vide medical  assistance  for  those  not  eligible  for  Federally-assisted 
programs . 

The  focus  of  this  section  will  be  on  the  nine  States  visited  by 
USR&E.   The  study  States  were  selected  to  be  representative  of  the 
national  distribution  of  Medicaid  programs.   However,  where  informa- 
tion is  readily  available  on  all  States,  it  is  provided. 
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3.5.1  The  Categorically  Needy 

In  order  to  qualify  for  Federal  financial  participation,  States 
must,  at  a  minimum,  cover  the  following  groups: 

•  All  individuals  receiving  benefits  under  the  State  AFDC 
program; 

•  All  individuals  under  twenty-one  who  are  (or  would  be 
except  for  age  or  school  attendance  requirements)  dependent 
children  under  the  State  AFDC  plan; 

•  All  families  who  received  AFDC  in  at  least  three  of  the 
past  six  months  immediately  preceding  the  month  in  which 
the  family  became  ineligible  due  to  increased  earnings 
(four  months  extended  coverage) ; 

•  All  individuals  receiving  a  benefit  under  SSI,  OR  all  aged, 
blind,  and  disabled  individuals  who  meet  the  State's  more 
restrictive  January  1972  criteria; 

•  All  individuals  grandfathered  into  SSI,  including  those 
receiving  a  mandatory  supplement,  essential  spouses,  and 
those  who  would  have  been  eligible  for  cash  had  they  not 
been  in  an  institution  in  December  1973;  and 

•  Those  who  would  have  been  eligible  for  cash  assistance 
payments  except  for  the  August  1972  cost-of-living  increase 
in  Social  Security  (Title  II)  benefits,  and  those  who  would 
have  been  eligible  for  SSI  or  SSP  except  for  any  cost-of- 
living  increase  in  Title  II  benefits  ocurring  after  June 
1977. 

In  addition,  States  may  include  additional  groups  as  categori- 
cally needy.   Allowable  as  optional  groups  are: 

•  Aged,  blind,  and  disabled  persons  who  receive  only  a  State 
supplementary  payment; 

•  The  institutionalized  who  would  be  eligible  for  cash  assis- 
tance if  they  lived  outside  the  institution; 

•  Those  eligible  for  cash  assistance  but  not  receiving  it; 

•  Families  of  unemployed  fathers,  even  if  the  State  does  not 
cover  them  for  cash.   (This  option  allows  States  to  provide 
Medicaid  benefits,  without  cash  assistance,  to  families  or 
to  just  the  children  of  these  families.); 

•  Unborn  children  and  their  families,  if  the  family  would  have 
met  AFDC  requirements  if  the  child  had  already  been  born; 

•  All  children  under  twenty-one  who  are  financially  eligible 
for  cash  assistance  but  not  categorically-related,  or  rea- 
sonable groups  df  these  children  (MA-21) ; 
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•  Caretaker  relatives  of  children  under  twenty-one  who  are 
not  "dependent  children"  under  the  State's  AFDC  plan,  but 
who  would  be  eligible  except  for  age  or  school  attendance 
requirements; 

•  Individuals  who  would  be  eligible  for  AFDC  benefits  if 
childcare  expenses  were  paid  out  of  earnings  rather  than 
provided  as  a  service; 

•  Individuals  who  would  be  eligible  for  AFDC  benefits  except 
for  refusal  to  register  for  the  WIN  Program; 

•  Addicts  or  alcoholics  who  would  be  eligible  for  SSI  except 
that  they  have  refused  treatment; 

•  Blind  or  disabled  persons  who  would  be  eligible  for  SSI 
except  that  they  have  refused  vocational  rehabilitation 
services. 

Thus,  whether  a  person  is  eligible  for  Medicaid  can  vary  depending 
upon  the  State  in  which  the  individual  lives. 

Exhibit  3-6,  following  this  page,  lists  the  nine  States  visited 
and  the  extent  of  their  Medicaid  coverage.  All  of  the  study  States 
cover  at  least  one  optional  group;  Missouri  covers  only  children  in 
public  foster  care  and  the  institutionalized  who  otherwise  would  be 
eligible  for  cash  assistance.  New  York  and  Wisconsin,  on  the  other 
hand,  cover  all  optional  groups  permitted  under  Federal  regulations. 


Mr.    Green  lives  in  Alabama.      He  is   disabled 
and  receives   a   disability  benefit  from  Social 
Security  of  $165  per  month.      Mr.    Green  feels 
that   SSI  is   welfare   and  does   not  want   to 
apply  but  would  like  Medicaid.      Unless  he 
applies  for  SSI,   he  cannot   receive  Medicaid 
benefits   although  he  is   financially  eligible . 
If  Mr.    Green  went   to  New  York,    Wisconsin, 
Illinois ,   Missouri,    Oregon,   North  Dakota,   or 
Oklahoma    (of  the  study  States)    he  could  be 
eligible  for  Medicaid  without  having  to  re- 
cei  ve   cash . 
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Payment  Standards 

Who  is  categorically  needy  not  only  varies  because  States  have 
chosen  to  cover  different  optional  groups,  but  also  varies  because 
States  may  set  different  financial  standards  for  eligibility. 

There  are  no  minimum  grant  levels  established  for  the  AFDC  pro- 
gram; States  are  free  to  set  the  payment  standard  and  payment  amount 
wherever  they  choose.   AFDC  eligibility  for  cash  assistance  and 
Medicaid  varies  because  of  variation  in  State  payment  standards . 

The  legislation  creating  SSI,  on  the  other  hand,  did  establish 
minimum  income  levels  for  the  aged,  blind,  and  disabled  who  meet  SSI 
income  and  resource  limits.   However,  States  are  free  to  supplement 
the  cash  grant,  and  in  those  cases  where  the  pre-SSI  payment  amounts 
were  higher  than  SSI,  are  required  to  do  so.   Although  SSI  guaran- 
tees all  persons  who  qualify  for  benefits  a  minimum  income,  it  does 
not  guarantee  them  access  to  medical  assistance.   States  are  allowed 
to  impose  criteria  stricter  than  those  used  for  SSI  for  the  purpose 
of  determining  eligibility  for  Medicaid  (so-called  209(b)  status).* 

Exhibit  3-7  shows  the  maximum  payment  standards  for  each  of  the 
nine  study  States,  by  category  of  eligibility  and  family  size. 
Maximum  cash  payments  for  a  three-person  AFDC  family  range  from  $118 
in  Alabama  to  $392  in  Wisconsin.   Three  States  do  not  supplement  the 
basic  SSI  payment,  while  Wisconsin  adds  about  forty  percent  to  the 
grant. 

Thus,  the  same  family  unit  will  be  eligible  for  cash  assistance 
and  Medicaid  in  one  State  but  not  in  another. 


Mr.    and  Mrs.    Jackson  decide   to  move   to  Milwaukee 
to  live  near   their  son.      In  Missouri ,    they  are 
not   eligible  for  SSI,   having  a   combined  income 
from  Social   Security  and  private  pensions  of 
$300  per  month.      In  Wisconsin,    they   are  eligible 
not  only   for  Medicaid,   but   for  a  State  supple- 
ment  as  well . 


*Specific  income  and  resource  limits  of  the  209(b)  States 
visited  by  USR&E  will  be  described  in  Section  3.5.3. 
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EXHIBIT  3-7 

MAXIMUM  PAYMENT  STANDARD  FOR  AFDC  AND  SSI, 
BY  FAMILY  SIZE  AND  STUDY  STATE 

(Figures  are  amounts  per  month) 


State 

AFDC 

Aged 

Blind 

Disabled 

Alabama1'2 

1  person 

2  persons 

3  persons 

$  59 

89 

118 

$171* 
292 

$168* 
260* 

$171* 
292 

Illinois 

1  person 

2  persons 

3  persons 

Group  I   Group  II   Group  II I 3 
$  69      $  62      $  57 
216        204        177 
261        245        217 

$1684* 
252* 

$168* 
252* 

$168* 
252* 

Missouri 

1  person 

2  persons 

3  persons 

$1455 
250 
312 

$168* 
252* 

$168* 
252* 

$168* 
252* 

New  York 

1  person 

2  persons 

3  persons 

$2466 
333 
394 

$2297 
328 

$229 
328 

$229 
328 

North  Dakota 

1  person 

2  persons 

3  persons 

$154 
235 
302 

$1688* 
252* 

$168* 
252* 

$168* 
252* 

Oklahoma 

1  person 

2  persons 

3  persons 

183 
232 

$190 
275 

$190 
275 

$190 
275 

Oregon 

1  person- 

2  persons 

3  persons 

9 
$190 

240 

302 

$179.80 
261.80* 

$179.80 
261.80* 

$179.80 
261.80* 

West  Virginia 

1  person 

2  persons 

3  persons 

$121 
164 
206 

$168* 
252* 

$168* 
252* 

$168* 
252* 

Wisconsin 

1  person 

2  persons 

3  persons 

$171-18610 
304-330 
362-392 

$2347 
3517 

$234 
351 

$234 
351 
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Footnotes  to  Exhibit  3-7 


Alabama  supplements  SSI  cases  living  in  personal  and  foster  care, 
in  cerebral  palsy  treatment  centers,  and  both  AFDC  and  SSI  living  in  own 
home  with  nursing  or  attendant  care. 

2 
As  of  April  1,  1977,  Alabama  will  discontinue  Medicaid  eligibility 

for  optional  supplement  cases. 

3 
Illinois  varies  AFDC  payments  by  region  to  account  for  differences 

in  rent. 

4 
Optional  supplement  depends  upon  itemized  budgets. 

The  level  given  is  payment  standard,  not  the  actual  maximum  payment. 

Shelter  costs  are  variable.   For  New  York,  amounts  given  are 
maximum  for  New  York  City. 

7 
Includes  optional  State  supplement  but  does  not  include  variable 

State  supplement  for  special  living  arrangements. 

Q 

Plus  variable  supplements  for  domiciliary  care. 

9 
Grant  amount  depends  upon  the  ages  of  the  children. 

This  represents  the  range  for  AFDC,  allowing  for  different  shelter 
costs  in  four  areas  of  the  State. 


Note:   Amounts  marked  with  an  asterisk  will  increase  to  $178  and  $267  on 
July  1,  1977,  due  to  a  general  SSI  cost-of-living  increase.   All 
other  payment  standards  for  the  aged,  blind,  and  disabled  may  also 
increase  as  of  that  date. 
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As  long  as  States  are  permitted  discretion  in  setting  financial 
standards,  there  will  be  inequities  in  eligibility  caused  by  resi- 
dence . 

3.5.2   Interstate  Variation  in  Coverage  of  the  Medically  Needy 

Twenty-eight  States  and  the  District  of  Columbia  not  only  cover 
the  categorically  needy,  but  also  cover  the  medically  needy.   This 
is  another  area  where  States  have  considerable  discretion,  and, 
again,  similar  people  may  thus  be  treated  dissimilarly  because  of 
residence . 


Mr.    and  Mrs.    Blank  and   their  two   children  have 
an  income  of  $300  per  month.      If  they  lived  in 
Alabama,    they  would  be  neither  categorically 
related  nor  eligible  for  Medicaid  as  medically 
needy,   even   though  Mr.    Blank  is   employed.      If 
they  lived  in  West  Virginia,    they  would  be 
categorically  related,   but  would  have   to  spend 
down   their  income   to  the  medically  needy  level . 
If  they  lived  in  North  Dakota,    they  would  be 
categorically  related  and.  eligible  for  Medicaid 
as  medically  needy,   without  having  to  spend- 
down. 


States  have  a  variety  of  options  with  regard  to  coverage  of  the 
medically  needy  population:   First,  States  may  choose  whether  or  not 
to  have  a  medically  needy  program  at  all.   Second,  States  may,  within 
prescribed  limits,  set  the  income  levels  for  the  medically  needy 
population,  and  third,  States  may  provide  certain  optional  medical 
services  to  the  categorically  needy  population  only.* 

Being  eligible  for  Medicaid  benefits  as  medically  needy  there- 
fore depends  upon  three  aspects  of  State  policy:  First,  has  the  State 


*See  Section  3.2  for  a  discussion  of  intrastate  inequities  cre- 
ated by  restrictions  on  the  income  levels  for  the  medically  needy. 
As  of  June  1976,  six  States  provided  fewer  services  to  the  medically 
needy  than  to  the  categorically  needy.   These  States  were:   Arkansas, 
Maine,  New  Hampshire,  Oklahoma,  Pennsylvania,  and  Rhode  Island. 
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elected  to  have  a  medically  needy  program;  second,  does  the  State 
cover  a  particular  categorical  group,  e.g.,  AFDC-UF  families;  and 
third,  where  has  the  State  set  the  assistance  level  for  cash  recip- 
ients and  the  income  limits  for  the  medically  needy? 

Exhibit  3-8  illustrates  the  medically  needy  levels  by  family 
size  for  six  of  the  study  States.   Among  these  States,  the  medically 
needy  level  for  one  person  families  varies  by  almost  seventy  percent, 
and  the  two-person  level  varies  up  to  ninety- five  percent. 

EXHIBIT  3-8 
MEDICALLY  NEEDY  LEVELS  BY  STUDY  STATE 


STATE 

1  Person 

2  Persons 

3  Persons 

Illinois* 

$  171 

$  216 

$  261 

New  York 

233 

333 

350 

North  Dakota 

200 

281 

362 

Oklahoma 

167 

250 

317 

West  Virginia 

167 

183 

233 

Wisconsin 

283 

358 

400 

♦Effective  February  1,  1977 

• 

3.5.3  State  Variation  in  the  Coverage  of  SSI  Recipients 

Prior  to  conversion  to  SSI  in  1974,  all  adult  welfare  recipi- 
ents were  covered  by  the  Medicaid  program.   However,  beginning  with 
SSI  in  January  1974,  States  were  allowed  three  options  with  regard  to 
extension  of  Medicaid  coverage  to  the  SSI  population: 


•   1634  States.   All  SSI  recipients  are  automatically 
eligible  for  Medicaid;  a  separate  application  is 
not  required.   Eligibility  is  determined  by  the 
Social  Security  Administration. 


3-98 


•  Title  XVI  States.   All  SSI  recipients  are  eligible 
for  Medicaid;  however,  they  have  to  file  a  separate 
application  with  the  State  Medicaid  agency. 

•  209(b)  States.   SSI  recipients  have  to  meet  more 
restrictive  State  standards  in  order  to  be  eligible 
for  Medicaid  and  must  file  a  separate  application 
with  the  State  Medicaid  agency.   However,  SSI  income 
has  to  be  disregarded  in  the  determination  of  available 
income.   Also,  all  adult  Medicaid  applicants  must  be 
allowed  to  spend  down  regardless  of  whether  or  not  the 
State  has  a  medically  needy  program. 

Exhibit  3-9  on  the  following  page  depicts  the  forty-nine  State 
Medicaid  programs  by  their  eligibility  arrangement  for  SSI  recipi- 
ents.  In  twenty-seven  States  and  the  District  of  Columbia,  SSI 
recipients  automatically  receive  Medicaid.   A  separate  application 
for  Medicaid,  using  SSI  criteria,  is  required  in  seven  States. 
Fifteen  States  use  more  restrictive  eligibility  criteria  for  Medi- 
caid. 

In  some  of  the  209(b)  States,  it  is  likely  that  SSI  recipients 
will  be  found  ineligible  for  Medicaid,  even  with  the  spend-down 
provisions.   For  example,  States  can  use  as  a  more  restrictive  cri- 
terion a  different  definition  of  disability.   Disabled  children 
under  age  eighteen  are  often  excluded  from  coverage.   States  can 
set  different  resource  limits  and  apply  different  disregards,  in 
addition  to  using  a  different  needs  standard.   209(b)  States  can 
also  impose  different  relative  responsibility  provisions  and  trans- 
fer of  assets  prohibitions.   The  only  limitation  is  that  States  can- 
not use  requirements  which  are  more  restrictive  than  their  January 
1972  eligibility  criteria,  nor  more  liberal  than  the  comparable  SSI 
criteria. 

Three  of  the  nine  study  States  were  209(b)  States.   Oklahoma  is 
more  restrictive  than  SSI  in  its  limitations  on  allowable  assets  and 
in  its  lack  of  earned  and  unearned  income  disregards.   It  also  im- 
poses a  five-year  transfer  of  assets  prohibition. 
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EXHIBIT    3-9 
STATE    MEDICAID   ADMINISTRATIVE   ARRANGEMENTS    FOR  SSI    RECIPIENTS 


1634  States  (28) 

Title  XVI  States  (7) 

209(b)  States  (15) 

Alabama 

Alaska 

Colorado 

Arkansas 

Idaho 

Connecticut 

California 

Kansas 

Hawaii 

Delaware 

Michigan 

Illinois 

District  of  Columbia 

Nevada 

Indiana 

Florida 

North  Dakota 

Minnesota 

Georgia 

Oregon 

Mississippi 

Iowa 

Missouri 

Kentucky 

Nebraska 

Louisiana 

New  Hampshire 

Maine 

North  Carolina 

Maryland 

Ohio 

Massachusetts 

Oklahoma 

Montana 

Utah 

New  Jersey 

Virginia 

New  Mexico 

New  York 

( 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Vermont 

Washington 

West  Virginia 

Wisconsin 

Wyoming 
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The  principle  features  that  distinguish  Illinois'  criteria 
from  those  of  SSI  are  a  five-year  transfer  of  assets  prohibition, 
relative  responsibility  even  when  the  client  is  institutionalized, 
a  $400  resources  limit,  and  a  different  financial  disregard  policy. 

Missouri  also  has  a  transfer  of  assets  prohibition.   Depending 
on  the  category,  the  State  prohibits  any  transfers  for  the  past 
three  to  five  years.   Missouri  does  not  cover  disabled  children 
under  age  eighteen  in  its  Medicaid  program  unless  they  can  qualify 
for  AFDC  coverage.   Additionally,  most  of  the  financial  criteria 
used  by  the  State  in  January  1972  continue  to  be  used. 

As  this  review  indicates,  Medicaid  eligibility  for  SSI  recipi- 
ents does  vary  substantially  among  the  States,  even  though  the  SSI 
program  supposedly  brought  about  federalization  and  standardization 
for  the  adult  categories.   Depending  on  where  an  aged,  blind,  or 
disabled  SSI  recipient  lives,  (s)he  may  or  may  not  be  eligible  for 
Medicaid. 

3.5.4   State  Variation  in  the  Treatment  of  Resources  and  Homesteads 

As  discussed  in  Section  3.2.5,  one  of  the  major  ways  States 
determine  whether  Medicaid  applicants  are  poor  or  not  is  through 
their  limitations  on  allowable  assets.   Typically,  States  vary  in 
the  limitations  on  liquid  resources  allowed  for  AFDC  and  for  SSI 
recipients,  while  the  resource  limits  for  the  medically  needy,  by 
regulation,  must  be  uniform. 

However,  not  only  is  there  variation  between  categories  and 
programs,  there  is  also  substantial  variation  among  the  States  in 
resource  levels,  particularly  for  AFDC  cases.   For  the  nine  study 
States ,  Exhibit  3-10  shows  the  various  resource  levels ,  by  category 
and  program.   It  is  clear  that,  depending  upon  the  State  in  which  a 
person  lives  as  well  as  the  category  involved,  Medicaid  eligibility 
could  vary  because  of  a  person's  resources. 
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EXHIBIT    3-10 

RESOURCE    LEVEL   VARIATION    FOR  LIQUID  ASSETS    AMONG  THE 
STUDY    STATES    FOR  ONE    AND   TWO    PERSON   FAMILIES 


State 

AFDC 

ABD 

Medically  Needy 

Alabama 

1 
2 

person 
persons 

$1000 
$1000 

$1500 
$2250 

— 

Illinois 

1 
2 

person 
persons 

$  400 
$  600 

$  400* 
$  600* 

$  400 
$  600 

Missouri 

1 
2 

person 
persons 

$  750 
$1500 

$1000* 
$2000* 

— 

New  York 

1 
2 

person 
persons 

$  500 
$1000 

$1500 
$2250 

$1900 
$3000 

North  Dakota 

1 
2 

person 
persons 

$1000 
$1000 

$1500 
$2250 

$2500 
$2500 

Oklahoma 

1 
2 

person 
persons 

$  500 
$  550 

$  500* 
$  750* 

$  500 
$  750 

Oregon 

1 
2 

person 
persons 

$1500 
$2250 

$1500 
$2250 

— 

West  Virginia 

1 
2 

person 
persons 

$1000 
$1000 

$1500 
$2250 

$1500 
$2000 

Wisconsin 

1 
2 

person 
persons 

$1500 
$2250 

$1500 
$2250 

$1750 
$3500 

*209(b)    States. 
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A  mother  and  her  child  with  no  income  are 
denied  AFDC  and  Medicaid  in  Illinois  because 
they  have  a  $1,000  savings  bond.      A  similar 
case  in  Wisconsin,   with   up  to  $2,250  in 
liquid  assets,   would  be  eligible  for  both 
AFDC  and  Medicaid. 


A  second  key  asset  requirement  around  which   there   is   substan- 
tial variation  among  the  States  is   the   allowed  value  of  a  homestead. 
SSI  places   no   limit  on  the  homestead  value,   while   States   can  place 
any  limit   they  wish   for  AFDC.      Exhibit   3-11   shows  the  variation  in 
both  method  and  dollar  limits   for  valuing  homestead  property   among 
the  study  States.      Homeowners,    then,   can  be   differentially  eligible 
for  Medicaid,    depending  upon  the  State  in  which  they  live.      However, 
State  variation  for  valuing  homesteads   is  much  more   of  an  equity 
issue    for  AFDC  cases   than   for   the   adult  population. 


A   disabled  person  in  Oklahoma  who  lives  on 
his  SSI  income  applies   for  Medicaid ,  but  is 
denied  because  his   family  home  is  worth 
$20,000.      If  the  same   case  were   to  apply  in 
New  York,   Alabama,   Illinois ,   North  Dakota, 
Oregon,   West  Virginia,  or  Wisconsin,   it 
would  be  approved  for  Medicaid. 


3.5.5      Interstate   Variation   in  Other   Financial   Criteria 

In  Section   3.2  it  was   discussed  how  variation  in  the  treatment 
of  disregards,    different  accounting  periods,    and  variation  in  other 
financial  standards   can  affect  eligibility   for  Medicaid  benefits. 
Although  States   do  not  have  much  discretion  with  regard  to  disre- 
gards,  they  are   allowed  by  regulation  considerable   flexibility   in 
the  methods  of  computing  work  expenses,    and  in  the  choice   of  account- 
ing period. 
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EXHIBIT  3-11 

HOMESTEAD  VALUE  LIMITATIONS  FOR  MEDICAID 
ELIGIBILITY,  BY  STUDY  STATES 


State 

AFDC  Limit 

ABD  Limit 

Alabama 

Net  assessed  value  minus  debt 
cannot  exceed  $2500 

No  limit 

Illinois 

No  limit 

*   No  limit 

Missouri 

No  limit,  if  livinq 
there  for  last  24 
months 

*No  limit,  if  living 
there  for  last  24 
months 

New  York 

No  limit 

No  limit 

North  Dakota 

No  limit 

No  limit 

Oklahoma 

$12,000  or  $3,000 
in  equity 

*$12,000  or  $3,000 
in  equity 

Oregon 

No  limit 

No  limit 

West  Virginia 

No  limit 

No  limit 

Wisconsin 

Market  value  of  $25,000  or  less 

No  limit 

*209(b)  States 
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Work  Expenses 

Federal  regulations  distinguish  between  the  treatment  of  work 
expenses  for  the  AFDC- related  population  and  the  SSI  population. 
For  the  former,  all  work  expenses,  "personal  and  non-personal"  are 
to  be  deducted  from  countable  income;  for  the  latter,  there  is  no 
calculation  of  work  expenses ,  but  there  is  an  earned  income  disre- 
gard of  the  first  $65  per  month  plus  one-half  of  the  remainder.* 

Since  documentation  of  actual  work  expenses  has  proven  to  be 
an  administrative  nightmare ,  many  States  have  adopted  various  formu- 
las or  standardized  deductions.   In  these  States^  actual  expenses  are 
used  only  if  the  recipient  can  document  higher  expenses  than  those 
allowed  under  the  formula.   This  has  the  effect  of  creating  substan- 
tial interstate  variation,  because  in  some  States  (for  example, 
Oklahoma,  which  has  a  standard  deduction  of  $30)  few  people  take 
advantage  of  their  right  to  itemize. 


Ms.    Robinson  and  her   child  apply   for  AFDC  in 
Oklahoma.      Ms.    Robinson  earns   $200  per  month 
working  as   a  maid.      Her  caseworker  deducts  a 
flat  $30  per  month  in  work  expenses  plus 
child  care.      This  deduction  is  not  great 
enough   to  make  her  eligible  for  Medicaid 
without  a  spend-down.      Ms.   Robinson   thinks 
she  has  higher  expenses,  but  cannot   document 
them. 

Ms.   Moreland  lives  in  New  York  and  works   as 
a  nurse's   aide.      From  her  salary  of  $400  a 
month,   she  is   allowed  to  deduct   $24  in  taxes, 
$20  in  car  fare,   and  $50  for  lunches  and 
uniforms  in  addition   to  her  child  care  expen- 
ses.     These  deductions  bring  her  income  to 
within   the  medically  needy  level,   and  she  is 
made  eligible  for  Medicaid. 


Exhibit  3-12  illustrates  State  policy  on  work  expenses  for  the 
nine  study  States . 


*SSI  recipients  who  are  blind  are  also  allowed  a  deduction  for 
actual  work  expenses. 
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EXHIBIT  3-12 
WORK  EXPENSES 


State 

Allowable  Work  Expenses  for  AFDC 

Alabama 

20  percent  of  gross  earnings  up  to  $50 

Illinois 

As  incurred 

.1 

Missouri 

Standardized  amounts  by  family  size 

and  earnings 

New  York 

As  incurred 

North  Dakota 

As  incurred 

Oklahoma 

$30 

Oregon 

As  incurred 

West  Virginia 

Standardized  for  taxes,  others  as  incurred 

Wisconsin 

21  percent  of  gross  earnings 

"Recipients  may  provide  documentation  for  actual  expenses  if 
higher  than  allowed.   In  all  cases,  child  care  is  added  to  the 
standard  amount . 
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Accounting  Periods 

As  was  pointed  out  in  Section   3.2.1,   variation  in  accounting 
periods    can  introduce   substantial   inequities,    since  persons  with 
irregular  income   are   treated  differently   than  persons  with  steady 
income   flows   over  the  same  period  of  time. 

Most  States   compute  benefits    for   the   categorically   needy   on   a 
monthly  basis.      While   this  may   introduce   inequities,    they   are   not 
caused  by   interstate   variation. 

For  the  medically  needy,   States  may   choose  an  accounting  period 
of   from  one    to   six  months.      This   flexibility   can   create   interstate 
inequities. 


In  State  Y,    the  accounting  period  for   the 
medically  needy  is  six  months.      The  Garners, 
a  family  which  earns   $600   each  month  for 
three  months  and  nothing  in    three  months, 
have   the  same  spend-down  liability  as   the 
Suttons ,    a  family  which   earns   $300   each  month. 
Both  have  $1,800  in  income  over  the  six  month 
period. 

State  X  uses   a  one-month   accounting  period. 
In  State  X,    the  Garners  would  be  eligible  for 
cash  assistance  and  Medicaid  for  the   three 
months  in  which   they  have  no  income.      Depend- 
upon   the  distribution  of  medical   expenses  over 
the  six  month  period,    the  Garners  may  have   to 
spend  more  or  less   out-of-pocket   than   the 
Suttons,    even   though   their  six  month   incomes 
are   the  same. 


Exhibit    3-13  gives   a  detailed  example   of  the   effect  of  differ- 
ent  accounting  periods.      Both  New  York    and  Wisconsin  have    about   the 
same  medically   needy   level   for  a   family  of   three,   which  is    assumed 
in   this   case   to  be    $400.      Wisconsin  has   a  six  month   accounting  per- 
iod  for   the  medically  needy;    New  York   a  one  month  period.      Even 
where   income  is   regular  over  the  six  month  period,    the  accounting 
period  makes    a  difference;    in   this   case   the  New  York    family  pays 
less    ($255   vs.    $300).      When  income   is    not   regular,    the  New  York 
family  ends   up   paying  $70  more   than   it  would  pay   in  the  previous 
case,   while   the  Wisconsin   family's   expenditures   do   not   change. 
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Thus,  even  with  the  same  medically  needy  level,  the  same  total 
income,  and  the  same  medical  expenses,  the  net  cost  to  the  family 
will  vary  because  of  interstate  differences  in  the  treatment  of 
income  flows . 

Other  Financial  Standards 

Variation  in  allowable  resources  and  homesteads  has  already 
been  discussed.   States  may  also  vary  the  unearned  income  disregards 
for  AFDC  up  to  $5.00  per  month.   Some  States  did  not  disregard  any 
income  for  AFDC  recipients,  while  others  did.   In  States  which  only 
cover  the  categorically  needy,  the  disregard  may  mean  the  difference 
between  eligibility  for  cash  and  medical  assistance,  and  eligibility 
for  neither. 

3.5.6   Variation  in  State  Residency  Requirements 

SSI  has  no  State  residency  requirements  since  it  is  a  Federal 
program,  but  States  can  impose  residency  requirements  for  their 
optional  supplementation  programs  to  SSI.   Similarly,  States  can 
impose  such  requirements  for  their  AFDC  and  Medicaid  programs .   How- 
ever, there  has  been  much  confusion  in  the  interpretation  of  the 
regulations  in  this  area.   States  are  prohibited  by  law  from  estab- 
lishing durational  residency  criteria  for  Medicaid  and  have  been 
prohibited  by  the  courts  from  establishing  such  criteria  for  AFDC* 
Therefore,  residency  requirements  tend  to  focus  on  whether  or  not  a 
person  considers  him/herself  to  be  a  State  resident.   The  meaning  of 
"intent  to  reside"  has  evolved  as  the  major  issue  involved  in  resi- 
dency. 

For  most  Medicaid  cases,  residency  is  not  an  eligibility  issue; 
nevertheless ,  there  are  some  groups  which  do  present  residency 
problems.   Many  States  find  the  regulations  incomplete  and  unclear 
with  regard  to  children  living  apart  from  their  parents,  individuals 
temporarily  moving  in  and  out  of  the  State,  the  institutionalized, 
and  migrants . 

♦Durational  residency  requirements  for  State  SSI  supplementation 
are  specifically  allowed  by  the  statute. 
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Because  of  the  lack  of  clarity,  States  have  established  their 
own  policies  regarding  residency,  and  some  have  made  agreements 
among  themselves.   Equity  problems  have  arisen  when  States  have 
slightly  different  residency  definitions,  when  State  agreements 
break  down,  and  when  "intent  to  reside"  is  questionable. 


Oklahoma  had  an  AFDC  applicant ,   Ms.    Nelson, 
who  had  recently  moved  to  Oklahoma  from 
Missouri    to  attend  an  educational   program. 
Ms.    Nelson  was  enrolled  in   the  Missouri 
Vocational   Rehabilitation  Program  which  was 
paying  for  some  of  her  educational   expenses 
while  she  was  in  Oklahoma;   however,   Missouri 
would  not  consider  her  a   resident  of  their 
State  for  public  assistance  or  Medicaid .      If 
Oklahoma   denied  her  application  for  lack  of 
"intent   to  reside,"   Ms.   Nelson,   eligible  in 
all   other  regards,  would  be  without  access 
to  Medicaid  services . 


Problems  may  also  occur  when  State  agreements  break  down. 


Ms.    Estes ,    a  life-long  Illinois  resident ,   is 
placed  in  a  Wisconsin  nursing  home  by  her 
children.      She  is  senile   and   unable   to  ex- 
press  an  intent  regarding  residency  in 
Wisconsin;   however,    Illinois  no  longer 
considers  her  a  resident   and  refuses   to  pay 
her  Medicaid  bill .      If  Wisconsin  contends 
that  Ms.    Estes  has   not  established  an 
"intent   to   reside,"    this  woman  will   not  be 
covered  by  Medicaid. 


A  further  problem  relates  to  migrant  workers.   Migrants  by 
definition  often  do  not  "reside"  in  any  one  State.   As  a  result,  it 
is  difficult  for  them  to  become  eligible  for  Medicaid.   States  in 
which  there  is  a  substantial  migrant  population  feel  strongly  that 
a  more  equitable  solution  to  meeting  the  health  care  needs  of 
migrants  has  to  be  established. 
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Ms.   Parker,   a  migrant  mother,    and  her  two 
children  move  from  Texas   to  Oklahoma   to  Iowa 
each  year.      Their  annual  income  averages 
$3,000  a  year.      One  of  the  children  has  a 
serious  heart  condition  and  requires  frequent 
medical   attention.      Unfortunately,    the  family 
faces  serious  obstacles  in  establishing  Medi- 
caid eligibility  as   they  move  because  of  the 
State  residency  requirements.      At   times,    the 
child  has  gone  without   the  needed  medical 
care  because  eligibility  was   denied. 


3.5.7  Variation  in  State-Funded  Medical  Assistance  Programs 

All  of  the  equity  and  incentive  issues  discussed  in  the  pre- 
ceding sections  do  not  go  unnoticed  by  the  States.   Their  staff  are 
involved  every  day  in  making  decisions  about  who  does  and  who  does 
not  receive  needed  medical  benefits.   As  a  result  of  obvious  exclu- 
sions in  the  categorical  approach  used  by  the  Medicaid  program, 
many  States  are  providing  medical  assistance  through  State  and  local 
monies  to  uncovered  groups.   For  example,  in  many  States  or  counties 
within  a  State,  a  "general  assistance"  population  gets  cash  assis- 
tance.  Sometimes  they  also  get  medical  care,  although  the  financial 
criteria  are  usually  fairly  restrictive.   General  assistance  is  fre- 
quently used  to  provide  medical  care  for  the  short-term  disabled 
adult.   Among  the  study  States,  for  example,  New  York  and  Wisconsin 
had  sizeable  State  and  locally -funded  medical  assistance  programs. 
As  another  example  of  filling  in  the  gaps,  five  States  now  have 
catastrophic  health  insurance  plans  for  all  their  residents.* 

These  varying  provisions  create  yet  another  difference  among 
States.   The  result  of  these  provisions  is  that  in  some  States, 
the  low  income  population,  without  regard  to  categorical  require- 
ments, are  insured  of  receiving  acute  medical  care  if  they  need  it. 


*Catastrophic  Health  Insurance.   Budget  Issue  Paper,  Congress- 
ional Budget  Office,  January  1977. 
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Ms.    Clifton,    a   thirty- five  year  old  single 
woman,    requires  hospitalization   and  extensive 
medical   care  due   to  a  breast  malignancy .      She 
has  no  income  or  health  insurance.      She  is 
denied  eligibility  for  SSI  because  her  illness 
is   not  sufficiently   disabling.      Her  doctor 
feels  with  adequate   treatment  she  can   return 
to  work   in  six  months.      In  Wisconsin  she  could 
be  eligible  for  the  State  medical   assistance 
program.      In  most  States,   she  would  not  have 
access    to  medical  benefits . 


3.6   Inequities  Resulting  from  Program  Operations 

As  if  the  equity  and  incentive  problems  with  Medicaid  cited  in 
the  previous  section  were  not  enough,  there  exists  another  group  of 
problems  of  this  nature  resulting  from  variable  program  operations 
among  and  within  the  States.   There  have  been  allusions  to  some  of 
these  operational  problems  in  earlier  sections;  for  example  the 
issue  of  worker  discretion  in  itemizing  work  expenses  for  AFDC 
cases  and  allowing  medical  deductions  for  spend-downers  was  dis- 
cussed.  Worker  discretion  is  also  exercised  in  some  States  in  es- 
tablishing accounting  periods  and  inquiring  about  retroactive  cover- 
age.  In  addition,  the  administrative  differences  among  the  States 
in  disability  determination  were  cited.   All  of  these  eligibility 
areas  in  which  there  is  subjectivity  or  discretion  involved  have 
great  potential  for  causing  inequities. 

The  quality  of  Medicaid  program  operations  as  measured  through 
eligibility  error  rates  is  another  area  which  suggests  that  there 
are  substantial  inequities.   Much  attention  has  been  focused  within 
the  last  few  years  on  States'  error  rates  in  eligibility  determina- 
tion.  In  a  State  with  a  high  error  rate,  it  may  be  assumed  that 
many  applicants  and  recipients  are  receiving  unfair  treatment. 
Some  receive  Medicaid  who  should  not,  while  others  are  denied 

eligibility  inappropriately. 

Beyond  these  considerations ,  there  are  two  additional  types  of 

administrative  problems  which  affect  equity.   The  first  involves 

areas  of  Federal  policy  which  are  not  clear  to  States  and  are  thus 
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erroneously  implemented.   Second,  there  are  areas  of  Federal  policy 
which  are  clear  to  States  but  which  they  feel  they  cannot  efficient- 
ly implement  or  with  which  they  disagree.   In  some  of  these  situa- 
tions, States  deliberately  administer  their  eligibility  procedures 
contrary  to  Federal  regulations.   In  both  of  these  cases,  equity 
and  incentive  issues  are  involved. 

USR&E's  reviews  of  nine  States,  together  with  reviews  the 
Medicaid  Bureau  has  done  of  fourteen  other  States,  indicate  that  ad- 
ministrative practices  among  States  vary  considerably.   The  sections 
which  follow  briefly  discuss  some  major  points  of  variance  in  pro- 
gram operations.   Many  of  the  areas  of  eligibility  policy  not  only 
create  inequities  because  of  administrative  problems,  but  also 
would  be  inequitable  even  if  correctly  administered,  e.g.,  the  dis- 
regard of  SSI  income  in  209(b)  States. 

The  discussion  to  follow  is  necessarily  brief  in  order  to  avoid 
overlap  with  the  "Administrative  Issues"  chapter.   In  the  next 
chapter  much  greater  detail  is  provided  on  difficulties  caused 
States  due  to  the  complexity  of  administering  Medicaid  and  the 
repercussions  this  can  cause  for  clients . 

3.6.1  Unclear  Federal  Policy 

A  major  group  of  potential  inequities  result  from  unclear 
Federal  policy.   All  too  often,  Federal  cash  and  medical  assistance 
policy  leaves  too  much  open  to  interpretation.   Although  this  is 
primarily  an  administrative  problem,  policy  which  is  not  well  under- 
stood and  is  therefore  incorrectly  applied  can  have  serious  impacts 
on  equity,  target  efficiency,  and  incentives.   There  are  numerous 
aspects  of  Federal  policy  that  States  are  incorrectly,  and  thus 
differentially,  applying.   Differential  interpretation  of  Medicaid 
policy  is  occurring  at  the  Regional,  State,  and  local  office  levels. 
There  is  even  a  lack  of  uniformity  in  interpretation  among  individ- 
ual workers  in  the  same  office.   Indicated  below  are  examples  of 
unclear  policy  areas  which  can  result  in  inequitable  treatment  of 
Medicaid  recipients  and  applicants. 
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Treatment  of  SSI  Lump  Sum  Payments 

Some  States  are  not  clear  as  to  whether  SSI  lump  sum  payments 
should  be  treated  as  income,  as  resources,  or,  if  a  209(b)  State, 
be  disregarded  entirely.   The  result  is  differential  treatment  of 
SSI  lump  sum  payments  among  States. 

209(b)  Requirements  to  Disregard  SSI  Income  and  Allow  SSI 
Recipients  to  Spend-down 

Some  States  have  not  been  disregarding  SSI  income  for  adult 
Medicaid  cases. 

Pursuit  of  Relative  Responsibility  in  Institutional  Cases 
When  State  Uses  SSI  Criteria 

Some  States  that  have  elected  to  use  SSI  criteria  have  been 
requiring  responsible  relatives  to  contribute  toward  the  cost  of 
care  of  the  institutionalized,  while  other  States  have  not  been  im- 
posing these  requirements  on  responsible  relatives. 

Dual  Appeals  to  SSI  and  State  When  Medicaid  Eligibility  Is 
Sought  in  States  Requiring  Separate  Application  for  Medicaid 

In  some  Title  XVI  and  209(b)  States,  rejected  SSI  applicants 
who  appeal  to  SSI  are  required  to  appeal  also  to  the  State  Medicaid 
agency  if  they  desire  Medicaid  eligibility.   In  these  States,  this 
separate  appeal  is  required  even  when  the  reason  for  the  appeal  is 
categorical  linkage.   In  other  States,  this  second  appeal  is  not 
considered  necessary. 

Conflicts  Between  SSI  and  Optional  Supplementation  Criteria  for 
Medicaid  Eligibility 

Federal  policy  regarding  eligibility  criteria  for  optional 
State  supplements  when  they  are  State-administered  is  vague  and  con- 
fusing.  In  order  to  extend  Medicaid  coverage  to  optional  supplement 
recipients,  States  must  comply  with  certain  Federal  Medicaid 
requirements.   One  of  these  requirements  that  does  not  seem  to  be 
well-understood  is  that  States  which  use  SSI  criteria  for  Medicaid 
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may  impose  more  restrictive  financial  eligibility  criteria  on 
optional  supplement  applicants  only  when  these  more  restrictive 
criteria  are  made  explicit  in  the  State  Medicaid  plan.   However, 
some  States  which  cover  optional  supplement  recipients  for  Medi- 
caid are  imposing  certain  more  restrictive  criteria  on  such  re- 
cipients, e.g.,  property  transfer  prohibitions  and  more  restric- 
tive resource  allowances,  without  these  criteria  appearing  in 
their  State  Medicaid  plans . 

Requiring  Medicare  Eligibles  to  Buy-In 

Under  the  current  Federal  policy,  States  do  not  get  FFP  to  buy- 
in  to  Medicare  Part  B  for  medically  needy  recipients,  and  there  is 
no  incentive  for  the  Medicaid  recipients  themselves  to  enroll  in 
Part  B.   There  are  indications  that,  as  a  result  of  this  problem, 
some  States  may  be  requiring  Medicare  recipients  to  buy-in  as  a  con- 
dition of  eligibility  for  medically  needy  status. 

Length  of  Spend-down  Certification  Period 

Some  States  do  not  understand  how  medical  expenses  are  to  be 
applied  to  excess  income  and  the  length  of  time  for  which  spend- 
downers  may  be  certified.   One  State  has  been  certifying  recipients 
for  six  months  if  incurred  medical  expenses  exceed  the  first  month's 
worth  of  excess  income.   Another  State  thought  that  medical  expenses 
incurred  in  a  particular  month  only  could  be  compared  with  excess 
income  of  that  month,  and  that  spend-downers  could  then  be  certified 
only  for  one  month  at  a  time . 

Definition  of  "Available"  or  "In  Hand"  Income 

When  determining  eligibility  for  retroactive  coverage,  some 
States  have  been  counting  income  at  the  time  services  were  rendered, 
while  others  have  been  counting  income  at  the  time  of  application. 
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Determination  of  Eligibility  for  Retroactive  Coverage 

Some  States  have  been  extending  retroactive  coverage  for  all 
three  months  if  the  applicant  is  determined  eligibile  for  any  time 
during  the  retroactive  period.   Other  (Title  XVI  and  1634)  States 
have  been  giving  all  SSI  recipients  retroactive  coverage  without  a 
separate  determination  of  eligibility  for  that  time  period. 

Special  Circumstances  Disregards  Common  to  All  Categories 
(45  CFR  233.20(a) (4) (ii) ) 

These  disregards  of  certain  educational  grants,  Title  VII* 
benefits,  etc.,  are  not  only  inequitable  in  and  of  themselves  (as 
described  in  Section  2.1.1)  ,  but  also  they  are  inequitably  admin- 
istered because  State  and  local  agencies  are  unclear  as  to  how  to 
identify  a  payment  from  one  of  these  programs. 

AFDC  Four  Months  Continued  Coverage  for  Medicaid 

Before  extending  four  months  of  Medicaid  to  AFDC  cases  who 
become  ineligible  for  AFDC  due  to  increased  earned  income,  some 
States  require  a  complete  redetermination  of  the  case,  while  others 
extend  the  four  months  continued  coverage  automatically. 

3.6.2   States'  Refusal  to  Implement  Certain  Difficult  or  Disagree- 
able Policies 

In  addition  to  differential  interpretation  of  policies,  some 
States,  county  welfare  offices,  and  caseworkers  implement  policies 
incorrectly  because  they  disagree  with  them.   This  seems  to  be 
occurring  with  policies  that  cause  administrative  difficulties  in 
implementation  or  that  some  people  feel  are  inequitable  or  have  dis- 
torted incentives.   Among  States,  there  are  four  policies  which  are 
not  being  followed  to  a  significant  extent. 


*Of  the  Older  Americans  Act  (Nutrition  Programs) 
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The  principle  of  incurment  in  the   spend-down  provision  is  one 
clear  example.      Many  States   feel   this   is   inequitable   and  unworkable 
and  encourages   financial   irresponsibility;    therefore,    a  few  States 
and  local  offices  have  been  requiring  recipients   to  actually  pay 
their  spend-down  before   coverage   is  granted.      While  this  policy 
may  be  more  equitable   than  the  incurment  principle ,    it  is   inequit- 
ably  applied,   since  only   recipients  in  certain  States  or  counties 
are   required  to   follow  it;    it  is   also  not   legal  under  the   current 
statute . 

Another  policy  that  some   States   are  not   following  is   the  SSI 
deeming  rule   as  it  applies  to  the  institutionalized.      This  policy 
is   not  popular  among  States,    counties,    and  the  individual  workers 
because  they   feel  it  is  inequitable   and  distorts   the  incentives 
which  relatives   should  have   to  assume   responsibility   for  the  insti- 
tutionalized.     It  also  violates  some  State   laws   regarding  relative 
responsibility. 

Some  States   are   imposing  additional  conditions  of  eligibility 
that  are  not  allowed  in   the  Federal   Regulations.      One  of  these  is 
the  requirement  of  a  current  medical  need  as   a  condition  of  eligi- 
bility  for  the  medically  needy  program.      This  policy   is  being  imple- 
mented to  deter  clients  who  are  not  in  immediate   need   from  applying 
for  Medicaid. 

Perhaps   the  most  commonly  disregarded  policy  is  the  August  1972 
Social  Security  cost-of-living  increase  pass-along.      Although  this 
policy  appears   in  most  State  public  assistance  manuals,   it  is  not 
unusual   for  workers  to  say  they  have   never  heard  of  it,   or  if  they 
have,    that  they  don't  usually  bother  with  it.      The   reason  is   that 
this  policy  only   affects   a  small  group  and  is   difficult  to  adminis- 
ter. 
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CHAPTER  4 
ADMINISTRATIVE  PROBLEMS  WITH  MEDICAID 


The  conceptual  problems  of  equity  and  incentives  in  Medicaid 
are  often  overwhelmed  by  the  pressing  need  for  management  improve- 
ments.  This  chapter  outlines  administrative  problems  in  the  Medicaid 
program  that  need  immediate  attention. 

Our  review  of  nine  State  programs  revealed  six  broad  adminis- 
trative deficiencies  in  the  Medicaid  eligibility  system: 

•  The  manner  in  which  the  Federal  government  writes,  inter- 
prets, and  enforces  policy  is  confusing  and  inefficient. 
Section  4.1  takes  a  hard  look  at  Federal  policy  materials, 
the  policy  dissemination  practices  of  HEW  Central  Office 
and  the  performance  of  HEW  Regional  Offices  in  guiding  and 
monitoring  State  implementation  of  policy. 

•  Many  of  the  Medicaid  eligibility  provisions  are  so  complex 
that  they  are  almost  entirely  unworkable.   Section  4.2 
analyzes  eight  eligibility  provisions  which  are  causing 
enormous  administrative  problems  because  of  their  extreme 
complexity  and  unworkability. 

•  Conversion  to  SSI  has  tremendously  complicated  the  Medicaid 
program;  there  are  serious  inconsistencies  between  SSI  and 
Medicaid  policies,  and  coordination  problems  exist  in  data 
exchange,  disability  determination,  referrals,  and  handling 
the  institutionalized.   Section  4.3  is  devoted  entirely  to 
the  problems  of  SSI. 

•  Serious  defects  exist  in  the  Federal  quality  control  programs 
for  Medicaid  eligibility.   These  are  discussed  in  Section 
4.4. 

•  Given  the  deficiencies  in  the  way  the  Federal  government 
directs  Medicaid  operations,  it  is  not  surprising  that 
States  appear  to  be  out  of  compliance  with  Federal  regula- 
tions on  numerous  issues.   Section  4.5  outlines  the  major 
areas  of  non-compliance  and  attempts  to  uncover  the  root 
causes  of  non-compliance. 
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•  Major  deficiencies  in  internal  State  Medicaid  operations 
also  affect  Medicaid  eligibility.  Section  4.6  describes 
the  details  of  these  problems. 

Following  this  review  of  major  administrative  concerns  in  Medi- 
caid eligibility,  this  chapter  concludes  with  an  analysis  of  how  all 
these  problems  affect  the  Medicaid  recipient,  whose  welfare  is,  after 
all,  the  goal  of  the  program. 

4.1  Problems  with  Federal  Policy  Dissemination 

Since  Medicaid  is  a  joint  Federal/State  program,  it  is  essential 
that  States  have  a  clear  understanding  of  Federal  policy  require- 
ments.  Unfortunately,  the  dissemination  of  Federal  eligibility 
policy  to  States  has  been  beset  with  problems.   Exhibit  4-1,  follow- 
ing this  page,  summarizes  the  main  problems  with  Federal  policy  dis- 
semination identified  during  this  study. 

4.1.1   The  Federal  Regulations — Format  and  Style 

Anyone  who  has  read  the  Federal  regulations  on  Medicaid  eligi- 
bility policy  knows  that  they  are  extremely  difficult  to  follow  and 
often  are  open  to  varying  interpretations.   Medicaid  program  staff 
in  all  nine  study  States  were  adamant  on  this  point,  stressing  that 
the  regulations  are  very  difficult  to  understand.   Even  members  of 
the  legal  profession  find  the  regulations  difficult  to  read,  as 
demonstrated  by  a  judge's  comments  following  a  recent  Medicaid  court 
case: 

As  program  after  program  has  evolved,  there  has  developed 
a  degree  of  complexity  in  the  Social  Security  Act  and 
particularly  the  regulations  which  makes  them  almost  un- 
intelligible to  the  uninitiated.   There  should  be  no  such 
form  of  reference  as  "45  C.F.R.  248.3 (c) (1) (ii) (B) (2) " 
discussed  below;  a  draftsman  who  has  gotten  himself  into 
a  position  requiring  anything  like  this  should  make  a 
fresh  start.   Such  intelligibility  is  doubly  unfortunate 
in  the  case  of  a  statute  dealing  with  the  rights  of  poor 
people. * 


*Friedman  vs.  Berger,  New  York,  28080,  1976. 
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EXHIBIT  4-1 
PROBLEMS  WITH  FEDERAL  POLICY  DISSEMINATION 


THE  FEDERAL  REGULATIONS — 
FORMAT  AND  STYLE 

The  Federal  regulations  are  difficult 
to  follow  and  often  are  open  to  vary- 
ing interpretations. 

FEDERAL  POLICY 
INTERPRETATION  MATERIALS 

Federal  policy  issuances  are  not  as 
helpful  to  States  as  they  should  be. 
States  find  the  plethora  of  differ- 
ent types  of  issuances  confusing, 
and  HEW's  response  to  State  policy 
queries  is  often  untimely. 

FEDERAL  POLICY  CHANGES 

The  frequent  changes  in  Federal  eli- 
gibility policy  are  disruptive  to 
State  Medicaid  operations  and  a  hin- 
drance to  planning  efforts. 

States  feel  that,  in  drafting  policy, 
Congress  does  not  rely  enough  on 
feedback  from  State  agencies,  neither 
does  HEW  listen  to  States  enough  re- 
garding the  regulations. 

HEW  CENTRAL  OFFICE 
STAFFING  PROBLEMS 

The  HEW  Medicaid  Bureau  office  re- 
sponsible for  issuing  Medicaid  eli- 
gibility policy  materials  is  severely 
understaffed . 

THE  ROLE  OF  HEW 
REGIONAL  OFFICES 

HEW  Regional  Offices  are  not  doing 
a  good  job  of  guiding  and  monitoring 
State  Medicaid  eligibility  opera- 
tions. 

THE  STATE  PLAN 
PRE-PRINT 

The  State  Plan  Pre-print  is  poorly 
written  and  inadequate  as  a  mechan- 
ism for  monitoring  State  Medicaid 
programs;  it  is  far  too  simplistic  to 
give  a  full  and  accurate  representa- 
tion of  State  policy. 
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Specifically,  sentences  are  too  long  (some  over  two  hundred 
words) .   There  are  many  exceptions  to  the  policy  and  cross  references 
inserted  throughout  the  regulations.   Often  as  a  result,  no  clear, 
concise  policy  statements  are  made .   It  is  particularly  confusing 
when  a  clause  refers  to  an  exception  to  a  rule  with  only  a  citation 
instead  of  a  restatement  of  the  exception-   By  the  time  the  reader 
has  finished  a  sentence,  (s)he  can  no  longer  remember  what  it  was 
originally  about.   For  example,  Section  248. 3 (c)  (1)  (iii)  reads: 

The  income  levels  for  maintenance  may  be  less  than 

those  specified  in  paragraph  (i) (1) (ii)  of  this  section 
if  the  level  for  which  Federal  financial  participation 
available  pursuant  to  248.4(b)  (4)  is  less,  but  if  so, 
not  lower  than  the  Federal  financial  participation  level.... 

Also,  the  format  of  the  regulations  is  confusing.   As  shown  in 
Exhibit  4-2,  the  section  headings  at  the  top  of  each  page  indicate 
only  overall  section  numbers  and  are  numbered  only  up  to  one  subsec- 
tion.  If  one  is  in  subsection  248. 3 (c) (1) (ii) (B) ,  it  is  necessary  to 
trace  back  several  paragraphs  to  know  what  topic  is  being  discussed. 
Knowing  what  topic  is  being  referenced  is  crucial  because  each  sub- 
section is  only  a  partial  statement  of  the  policy.   Additionally, 
the  section  designations,  which  follow  standard  outline  form,  do  not 
make  clear  distinctions  between  subsections.   For  example,  as  shown 
in  Exhibit  4-2,  the  lettering  of  the  last  "2"  in  45  CFR  248.2(c) (1) 
(ii) (B) {2)    is  almost  indistinguishable  from  the  lettering  of  the  last 
"2"  in  45  CFR  248.2(c)  (2),  yet  they  are  different. 

In  contrast,  the  SSI  eligibility  regulations  (20  CFR  416)  are 
far  more  clear  and  straightforward.   As  shown  in  Exhibit  4-3,  the 
SSI  regulations  completely  reference  each  subsection  and  use  a  num- 
bering system  which  is  simple  to  follow.   This  numbering  system  is 
also  simple  to  reference  verbally.   For  example,  when  referencing 
the  SSI  regulation  20  CFR  416.1008,  one  merely  says  "four-sixteen 
point  one-oh-oh-eight,"  whereas  to  reference  45  CFR  248. 2 (c) (1) (ii) 
(B) (2) ,  one  has  to  say  "two  forty-eight  point  two,  little  c,  one, 
little  Roman  numeral  two,  big  B,  italic  2."   A  final  point  with 
regard  to  format  is  that  sections  of  the  Title  XIX  regulations  are 
far  too  long.   The  excerpt  in  Exhibit  4-2  provides  an  example  of 
section  lengthiness;  the  whole  page  is  one  continuous  section.   In 
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EXCERPT  FROM  TITLE  XIX  REGULATIONS — 
45  CFR  248 — SHOWING  CONFUSING  FORMAT 


No  section 
title 


Use  of  vague 
terminology 


Whole  page 
is  one 
continuous 
section 


Complicated 
referencing 


Chanter  II — Social  and  Rehabilitation  Service  (Assistance)        C*>  248.3 


Cl^  For  aged,  blind,  ar.d  disabled  indi- 
viduals, such  Income  level  must  be  at  a 
minimum  of  S25.00  per  month; 

(iii   Tnr  nthgra    States  may  establish 

»<jeasor.abij)Btandards  different  from  that 

—_iP££ifledTn  subdjailcnJiK  provided  they 

arebaS53  o««fCjeasonabl°>iifferential  in 

personal  needs. 

When  such  an  individual's  home  Is  main- 
tained for  a  spouse  or  other  dependents. 
the  appropriate  Income  level  for  such 
dependents,  plus  the  individual's  income 
level  for  maintenance  in  a.  long-term 
care  facility,  shall  be  applied.  A  higher 
level  of  maintenance  may  also  be  applied 
for  a  temporary  period,  not  to  exceed  six 
months,  to  allow  an  individual  zo  apply 
his  income  and  resources  to  maintenance 
of  a  home  if  a  physician  has  certified 
that  such  individual  is  likely  to  return  to 
the  home  within  such  temporary  period. 
.  (5)  Provide,  for  Individuals  in  long- 
term  care  facilities  .specified  in  para- 
graph (b)  (4)  of  this  section,  for  the  ap- 
plication of  income  first  to  personal 
needs,  and  for  the  medically  needy  only, 
to  any  title  3XS  enrollment  fee.  premium 
or  similar  charge  imposed  under  section 
1902(a)  (14)  (B)  of  the  Act,  and  provide 
for  the  application  of  the  remainder  to 
the  cost  of  medical  or  .remedial  care. 

(6)  Provide  that,  with  respect  to  an, 
aged,  blind,  or  disabled  individual 
ceiving  a  benefit  under  title  XVJ^5r  a 
State  supplemental  paymentjMlo  is  not 
eligible  for  medical  assistance  unless  he 
can  meet  additional  ekgib ill ty  criteria 
from  the  January^T972  standard,  the 
amount  of  suciv-indlvidual's  title  XVI 
benefit  and  State  supplemental  payment 
will  be  disregarded  in  determining  eligi- 
bility^or  medical  assistance. 

With   respect    to   the   medically 
feedy.  the  State  plan  must: 

fl)  Provide  levels  of  Income  and  re- 
sources for  maintenance,  in  total  dollar 
amounts,  as  3  basis  for  establishing  fi- 
nancial eligibility  for  medical  assistance. 
Under  this  requirement: 

(1)  Such  income  levels  must  be  com- 
parable as  among  Individuals  and  fami- 
lies of  varying  sizes; 

(U)  Except  as  specified  in  paragraph 
(c)  (1)  (Ulik  of  this  section,  the  Income 
levels  for  maintenance  must  be.  as  a 
rnfr.tnmsa,  at  the  higher  of  the  levels  of 
the  payment  standards  generally  used  as 
a  measure  „'.  'nancial  eligibility  in  the 
money  payment  programs,  that  is: 

(A)  In  the  case  of  families  of  three  or 
more,  at  the  level  of  the  payment  stand- 


ard of  the  State  plan  approved  under 
title  IV-A  generally  applied; 

(B)  In  the  case  of  individuals,  or 
families  (including  families  with  chil- 
dren) of  two  persons,  at  the  higher  oi: 

U)  The  payment  standard  of  the 
State  plan  approved  under  title  IV-A 
generally  applied,  or 

:(2)„The  highest  level  of  paymem, 
whichisygenerally  available  to  individ- 
uals in  arrtof  the  three  groups  (aged, 
blind  and  disabled)  who  are  (or  would 
be,  except  for  inbarrie)  eligible  for  bene- 
fits under  title  XIX 

except  that  this  subparagraph  (3)  shall 
not  be  construed  to  requireStie  provision 
of  medical  assistance  to  any  a^d,  blind 
or  disabled  individual  who  wou'.dSvjt  be 
eligible  under  the  medical  assistJt 
standardja-eSect  in  such  STSSft^or  Jan- 
uaryVSVl. 

1)   The   income  levels   for   mainH 
ince  may  be  less  than  those  specified  A 
paragraph   (cMl)tli)    of  this  section  ifx 
'  the  level- for  which  Federal  financial  par- 
i  ticipatlon  available  pursuant  to  §  248.4  t 
\(b)  (4)  Is  less,  but  if  so.  not  lower  thar 
je  Federal  financial  participation  leva 
4y>   Resources    which    may    be  Jreld 

l&  minimum,  be  at  thelitgner  < 
"  levels~>H«o:e£Lii2£i££-*fTS^tate 
'approved  under  title  IV-A  or  allo^d  in 
the  supplemental  security  inconre  pro- 
gram established  under  title  r^vT  of  the 
Social  Security  Act,  and  ths'am.ount  of 
liquid  assets  which  may  be/field  must  in- 
crease with  an  increase  in  the  number  of 
individuals  in  a  family  (except  that  a 
State  may  allow  to^aged,  blind  or  dis- 
abled Individuals/only  the  level  of  re- 
sources allowed  in  the  January  1972 
medical  assistance  standard,  if  this  is  not 
less  than  tHe  State  allows  the  categori- 
cally negfly).  There  must  be  separate 
levelSj^Stablished  for  resources. 

(2)  Frovide  that  there  will  be  a  flexi- 
ble measurement  of  available  income 
which  will  be  applied  in  the  following 
order  of  priority: 

(1)  First,  for  maintenance,  so  that  any 
Income  in  an  amount  at  or  below  the 
established  level  will  be  protected  for 
maintenance,  except  that  this  does  not 
preclude  Imposition  of  any  enrollment 
fee,  premium  or  similar  charge,  or  of 
copayments  or  deductibles  pursuant  to 
§  249.40  of  this  chapter; 

<li)  Next,  Income  will  be  applied  to 
costs  Incurred  for  medical  insurance  pre- 
miums (including  any  enrollment  fee, 
premium    or    similar    charge    Imposed 


Page  heading 
only  refer- 
ences over-  j 
all  section  i 
number 


These  num- 
bers look 
the  same  but 
they  are 
different   | 
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EXHIBIT   4-3 

EXCERPT   FROM   SSI    REGULATIONS — 20   CFR   416 — 
SHOWING   CLEAR  FORMATING  SCHEME 


Use  of  small 

readable 

sections 


Chapter  III — Social  Security  Administration 


wife  for  the  purposes  of  title  XVI  of  the 
Act.  Where  a  man  and  woman  who  are 
living  together  In  the  same  household 
allege  that  they  are  not  husband  and 
wife  and  that  they  arc  not  holding  them- 
selves out  as  such  to  the  community  In 
which  they  reside,  then  they  must 
establish  such  In  accordance  with 
3  416.1035(b). 

§  416.1008     Marital    relationship    baaed 
on  title  II  determination. 

An  individual  shall  be  found  to  be  the 
spouse   of   an   applicant  for  payments 
under  title  XVI  of  the  Act  if  such  appli- 
cant  has   filed   a  claim   for   and   been 
awarded   husband's    or    wife's    benefits 
I  under  title  n  of  the  Act  as  the  husband 
]  or  wife  of  such  applicant.  The  individual 
'so  found  to  be  the  spouse  of  the  appli- 
cant for  payments  under  title  XVI  of  the 
|Act  shall  be  considered  the  spouse  effec- 
Itive  with   the   date   the   determination 
1  under  title  II  of  the  Act  is  made,  or  if 
later,  the  date  the  application  for  bene- 
fits under  title  XVI  of  the  Act  Is  filed. 

§  416.1009     Marital    relationship    based 
on  Slate  law. 

Two  Individuals  who  axe  living  to- 
gether at  the  time  an  application  for 
payments  under  title  XVI  of  the  Act  Is 
filed  shall  be  considered  to  be  husband 
and  wife  If  the  courts  of  the  State  in 
I  which  they  are  domiciled  at  the  time  of 
j  application  would  find  them  to  be  validly 
/married.  If  two  Individuals  are  not  living 
together  at  the  time  the  application  for 
(payments  under  title  XVI  of  the  Act  is 
/filed,  they  shall  be  considered  to  be  hus- 
f  band  and  wife  if  the  courts  of  the  State 
In  which  they  were  domiciled  at  the  time 
they  lived  together  would  And  them  to 
be  validly  married. 

§  416.1012      Priorities  in  marital  relation- 
ship. 

Whenever  It  Is  necessary  to  determine 
for  any  month  who  Is  the  spouse  of  an 
applicant  for.  or  recipient  of.  payments 
under  title  XVI  of  the  Act,  and  more 
than  one  person  may.  under  the  provi- 
sions of  5  416.1005,  be  so  considered. 
such  determination  shall  be  made  under 
the  following  rules: 

(a)  If  one  of  the  persons  who  may  be 
considered  to  be  the  spouse  of  the  appli- 
cant for  payments  under  title  XVI  of  the 
Act  is  living  with  him  In  the  same  house- 
hold at  the  time  of  application,  such  per- 
son shall  be  considered  to  be  the  spouse 
for  such  month; 


(b)  If  more  than  one  person  who  may 
be  considered  to  be  the  spouse  of  an  ap- 
plicant for  payments  under  title  XVI  of 
the  Act  has  been  separated  from  him  for 
less  than  6  months,  the  person  from 
whom  the  applicant  most  recently  sepa- 
rated shall  be  considered  to  be  the  spouse 
for  such  month;  provided  that.  \i  the 
applicant  for  payments  under  title  XVI 
of  the  Act  Indicates  that  he  Intends  to 
resume  living  wicii  one  of  such  persons 
before  the  end  of  6  months  following 
their  separation,  the  person  with  whom 
the  applicant  intends  to  resume  living 
shall  be  considered  to  be  the  spouse. 

20      Wbcn  evidence  of 
termination  of   xnarriac 


snail  oe__c 

•-$"416/102 
C           and 
caiire 


T';rrili 


of  marriogeN. 
riage   is  reV/ 


(a)  Marriage.  At  the  time  of  applica- 
tion, the  applicant  shall  furnish  infor- 
mation of  his  marital  status,  and,  if  mar- 
ried, whether  he  Is  residing  in  the  same 
household  with  his  spouse  at  such  time. 
In  addition,  the  applicant  shall  advise 
whether  he  Is  living  in  the  same  house- 
hold with  any  unrelated  person  of  the 
opposite  sex  and  whether  the  applicant 
and  such  other  person  are  holding  them- 
selves out  in  the  community  In  which 
they  reside  as  husband  and  wils. 

lb)  Termination  o/  marriage.  An  ln- 
'•■'.  -iual  receiving  payments  under  title 
X.i  of  the  Act  as  an  eligible  individual 
or  an  eligible  spouse  shall,  upou  request, 
furnish  evidence  of  the  termination  of 
his     marriage     In     accordance     with 


[  §  416.1030    jEvidcnco  of  ceremonial  mar- 
riage. 

rype  o/  evidence.  Where  evidence 
of  ceremonial  marriage  is  pertinent  to  a 
determination  under  title  XVI  of  the  Act, 
the  applicant,  when  co  requested  by  the 
Administration,  shall  submit: 

(1)  A  copy  of  the  public  record  of  the 
marriage  duly  certified  by  the  custodian 
of  such  record;  or 

(2)  A  copy  of  the  church  record  of  the 
marriage  or  a  statement  of  the  contents 
of  such  record  which  has  been  duly  cer- 
tified; or 

(3)  The  original  certificate  of  mar- 
riage; or 

(4)  If  none  of  the  evidence  described 
In  paragraphs  (a)  (I),  (2),  and  (3)  of 
this  section  is  available,  the  applicant 
shall  state  the  reason  therefor  and  sub- 
mit other  evidence  of  probative  value. 

(b)  When  applicant's  statement  as  to 
marriage  may  be  accepted.  If  an  appli- 
cant for  payments  under  title  XVI  of  the 


Complete 
section 
referencing 
provided 


Complete 
referencing 
of  each  sub- 
section 
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numbering 
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the  excerpt  of  the  SSI  regulations  shown  in  Exhibit  4-3,  five  sec- 
tions are  contained  on  a  single  page,  and  thus  it  is  easier  to  find 
and  read  each  section. 

Another  major  criticism  of  the  Federal  Medicaid  eligibility 
regulations  is  that  they  are  vague.   Sometimes  pages  of  interpreta- 
tion are  necessary  to  clarify  a  one-line  sentence  in  the  regulations. 
A  classic  example  of  vagueness  is  the  stipulation  in  45  CFR  248.2(d) 
that  State  supplementary  payments  be  made  only  to  "reasonable"  clas- 
sifications of  people,  as  designated  either  specifically  in  the  regu- 
lations or  by  the  Secretary  of  HEW.   How  the  Secretary  determines 
"reasonableness"  is  unknown. 

If  vagueness  were  designed  to  give  States  leeway  in  policy  im- 
plementation, then  perhaps  it  would  not  be  a  great  problem.   However, 
while  regulations  are  vague ,  they  are  frequently  interpreted  quite 
specifically  by  Federal  authorities.   Consequently,  States  are  forced 
to  second-guess  HEW  in  implementing  the  regulations.   The  result  is 
that  States  often  find  themselves  out  of  compliance  once  an  inter- 
pretation is  made. 

Problems  with  the  Medicaid  regulations  are  due,  at  least  in 
part,  to  the  fact  that  the  Medicaid  legislation,  the  statutory 
basis  for  the  regulations,  is  in  itself  extremely  vague  and  con- 
fusing.  But,  regardless  of  the  source  of  the  problem,  the  fact 
that  the  Federal  regulations  are  difficult  to  read  and  interpret 
compounds  the  already  severe  administrative  difficulties  associated 
with  Medicaid  eligibility.   As  was  pointed  out  by  the  judge  whose 
remarks  were  quoted  earlier,  "such  unintelligibility  is  doubly  un- 
fortunate in  the  case  of  a  statute  dealing  with  the  rights  of  poor 
people. "* 

4.1.2   Federal  Policy  Interpretive  Materials 

Because  the  Federal  regulations  are  difficult  to  comprehend  and 
are  often  open  to  interpretation,  State  program  staff  are  forced  to 
rely  heavily  on  HEW's  interpretive  materials.   Unfortunately, 


*Friedman  vs.  Berger,  New  York,  28080,  1976 
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however,  the  Federal  policy  issuances  cause  enumerable  problems: 
first,  because  there  are  various  types  of  issuances  coming  from  dif- 
ferent sources,  and  second,  because  HEW s  response  to  State  requests 
for  policy  clarification  is  often  untimely. 

Because  there  are  so  many  sources  of  policy  issuances,  it  is 
difficult  for  State  program  staff  to  keep  track  of  and  coordinate  all 
the  policy  material  they  receive.   With  regard  to  eligibility  policy, 
States  currently  receive  interpretive  material  in  the  form  of  Action 
Transmittals,  Information  Memos,  letters  from  the  Regional  Commis- 
sioner, verbal  communications  from  regional  representatives,  policy 
interpretion  questions  (PIQ's) ,  and  the  Medical  Assistance  Manual . 

In  addition,  policy  interpretations  are  often  extremely  untime- 
ly.  States  indicated  that  it  often  takes  months  and  sometimes 
years  to  get  answers  from  the  Federal  government  on  specific  policy 
queries.   For  example,  one  of  the  study  States  submitted  a  policy 
interpretation  question  in  September  1974,  which  was  still  unanswered 
at  the  time  of  our  visit  in  October  1976. 

Those  State  officials  who  had  read  the  Medical  Assistance  Manual 
(which  has  been  available  for  about  a  year  now)  indicated  that  it  is 
quite  good;  however,  because  it  has  been  so  long  in  preparation,  it 
is  far  less  useful  than  it  would  have  been  had  it  been  issued  several 
years  earlier. 

4.1.3   Federal  Policy  Changes 

Because  the  regulations  are  constantly  being  reinterpreted  or 
policy  is  being  reversed,*  States  find  it  almost  impossible  to  keep 
up  with  the  latest  interpretation  or  know  what  to  take  seriously. 
For  example,  Section  248. 3 (c)  (2) (ii)  of  the  Federal  regulations  indi- 
cates that  States  may  set  limits  on  medical  expenses  that  may  be 
counted  toward  the  spend-down.   The  regulations,  in  typically  vague 
fashion,  do  not  specify  exactly  how  these  limits  may  be  set,  only 
that  they  must  be  "reasonable."   Federal  interpretation  of  that  regu- 
lation specified  in  July  1976  (eight  years  after  the  regulation  was 


♦Reversals  generally  are  due  to  court  action,  pressure  on  HEW 
by  States,  or  rulings  by  the  HEW  Office  of  General  Counsel. 
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issued)  that  States  may  place  limits  on  the  "type"  of  expenses  that 
can  be  counted  toward  the  spend-down,  but  not  on  the  cost  or  fre- 
quency o.f  certain  expenses.   For  example,  States  may  prohibit  indi- 
viduals from  counting  cosmetic  surgery  expenses,  but  they  may  not 
limit  hospital  expenses  to,  say,  $95  per  day.*  However,  in  December 
1976,  this  interpretation  was  completely  reversed  by  a  ruling  of  the 
Office  of  General  Counsel  (OGC) .   States  may  now  set  dollar  limita- 
tions on  spend-down  expenses,  but  they  may  not  limit  types  of  ser- 
vices.  Obviously,  this  was  not  an  arbitrary  policy  change  since  it 
came  from  OGC;  nevertheless,  this  type  of  reversal  is  extremely  frus- 
trating to  States. 

Every  time  a  policy  change  goes  into  effect,  States  must  prepare 
for  implementation  with  public  assistance  manual  revisions,  retrain- 
ing, and  sometimes  data  processing  changes  and  new  forms.   These 
efforts  take  time  and  planning.   However,  State  staff  usually  cannot 
do  any  planning  in  this  regard  because  policy  changes  are  erratic. 
Furthermore,  often  by  the  time  States  receive  written  clarification 
from  HEW  on  policy  changes,  implementation  is  retroactive.   USR&E 
staff  were  told  by  both  State  policy  staff  and  local  eligibility 
workers  that  keeping  the  State  manual  updated  with  the  latest  inter- 
pretations could  be  almost  a  full-time  job;  that  is,  if  anyone  took 
it  seriously.   Some  State  program  staff  deliberately  ignore  policy 
interpretations  because  they  change  so  frequently  and  are,  therefore, 
unreliable . 

Additionally  ,  States  feel  that  neither  Congress  nor  HEW  relies 
enough  on  feedback  from  State  Medicaid  agencies  in  setting  Medicaid 
policy  and  regulations.   They  feel,  for  example,  that  Congress  did 
not  listen  to  State  concerns  in  planning  the  conversion  to  SSI.   They 
also  feel  the  recent  action  of  Congress  regarding  the  disregard  of 
Social  Security  benefit  increases  for  SSI  recipients  for  Medicaid 
is  another  example  of  important  policy  being  decided  without  ade- 
quate State  input. 

For  changes  in  policy  through  the  regulations,  HEW  currently 
publishes  in  the  Federal  register  a  "Notice  of  Intent  to  Issue 


*Medical  Assistance  Manual,  Section  4-30-30,  p.  17,  July  8,  1976 
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Proposed  Rule"  which  summarizes  proposed  changes  and  solicits 
comments  and  recommendations  from  interested  parties.   Generally, 
the  intent  of  this  system  is  well-regarded  by  State  program  staff 
and  represents  a  tremendous  improvement  over  the  previous  approach. 
However,  they  feel  that,  in  practice,  the  system  is  unsatisfactory 
because  it  does  not  give  States  enough  time  to  respond  (one  month) . 
States  feel  that  even  when  they  do  respond,  they  seem  to  have 
little  impact  on  the  final  decision. 

4.1.4  HEW  Central  Office  Staffing  Problems 

One  reason  for  the  extreme  delays  in  dissemination  of  policy 
changes  and  policy  interpretations  is  that  the  office  within  HEW  that 
is  responsible  for  issuing  Medicaid  eligibility  policy  materials  is 
severely  understaffed.   The  Eligibility  Policy  Branch  within  the 
Medicaid  Bureau  writes  Federal  eligibility  regulations  regarding 
Medicaid,  issues  policy  interpretations,  assists  Regional  Offices  in 
policy  interpretations,  conducts  eligibility  policy  training  pro- 
grams, and  performs  reviews  of  State  eligibility  policy,  among  many 
other  activities.   Over  the  past  several  years,  the  staff  of  this 
office  has  averaged  only  five  people.   Staff  indicate  that  just 
interpreting  policy  could  be  a  full-time  job  for  all  staff  members. 
Given  this  staffing  situation,  it  is  no  wonder  that  issuances  from 
this  office  are  often  delayed. 

4.1.5  The  Role  of  the  HEW  Regional  Offices 

HEW  Regional  Offices  are  responsible  for  monitoring  State  com- 
pliance with  Federal  policy  and  assisting  States  in  meeting  Federal 
requirements  with  regard  to  the  Medicaid  program.   They  also  act  as 
Federal  liaisons  with  the  States  and  to  some  extent  have  an  advocacy 
role  in  the  Federal  government  regarding  State  concerns. 

Given  the  extreme  complexity  of  Medicaid  policy  and  the  prob- 
lems with  policy  interpretations ,  it  is  important  that  the  Federal 
government  provide  close  supervision  and  assistance  to  the  States. 
Unfortunately,  however,  many  of  the  Regional  Offices  fall  short  in 
fulfilling  this  function.   This  is  partly  because  regional  staff 
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themselves  are  not  fully  clear  on  Federal  Medicaid  policy,  partly 
because  regional  staff  play  conflicting  roles  as  both  State  advocates 
and  Federal  monitors,  and  partly  because  some  Regional  Offices  are 
poorly  organized  and  poorly  staffed  with  regard  to  Medicaid  eligibility 

To  some  extent,  regional  staff  are  hampered  in  fulfilling  their 
role  as  program  monitors  and  policy  interpreters  because  of  the  com- 
plexity of  Medicaid  eligibility  law  and  regulations.   Many  of  the 
Regional  Offices  simply  do  not  have  staff  who  sufficiently  understand 
Medicaid  eligibility  policy.   Unfortunately,  these  staff  are  fre- 
quently put  in  a  position  where  they  must  make  policy  decisions  re- 
lated to  Medicaid  eligibility.   In  proceeding,  however,  they  run  the 
risk  of  losing  their  credibility  with  States  because  their  interpre- 
tations may  be  erroneous  and  later  overruled  by  the  Central  Office. 

Regional  staff  are  also  in  a  difficult  position  as  both  Federal 
monitors  and,  to  a  certain  extent,  State  advocates.   Their  role  is 
to  help  the  States  operate  their  program  and  serve  as  liaisons.   How- 
ever, they  must,  at  the  same  time,  act  as  Federal  monitors  of  State 
operations.   It  is  difficult  to  play  these  conflicting  roles  simul- 
taneously. 

However,  not  all  of  the  deficiencies  of  Regional  Office  perform- 
ance can  be  blamed  on  external  circumstances.   According  to  State 
program  staff,  some  Regional  Offices  are  both  poorly  staffed  and 
poorly  organized.   State  program  staff  in  some  regions  feel  that 
their  regional  liaisons  are  inexperienced  and  inadequately  informed. 
In  two  States,  State  staff  noted  that  often  they  must  train  the  re- 
gional staff  on  Federal  policy,  instead  of  the  reverse.   As  a  result 
of  regional  staff  shortcomings,  States  frequently  turn  to  other 
States  or  even  to  the  health  care  industry  for  policy  guidance. 

Although  inexperience  among  regional  staff  partly  explains 
Regional  Office  deficiencies,  problems  are  also  attributable  to  the 
fact  that  few  regional  staff  are  specialists  in  Medicaid  eligibility 
policy.   Rather,  each  is  a  generalist  in  overall  Medicaid  program 
policy  for  a  particular  State,  and  each  handles  all  aspects  of  Medi- 
caid policy  in  that  particular  State.   Since  Medicaid  eligibility, 
in  and  of  itself,  is  an  enormously  complex  and  detailed  policy 
area,  State  specialists  often  have  difficulty  understanding  enough 
about  the  area  to  adequately  guide  and  monitor  States. 
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Another  problem  with  some  regional  staff,  as  reported  by  two 
study  States,  is  that  often  they  seem  to  be  more  interested  in 
policing  than  helping  the  States.   When  these  States  have  tried  to 
get  guidance  on  policy  changes,  regional  staff  have  often  responded 
not  with  guidance,  but  by  raising  "nit-picking"  issues.   Such  an 
adversary  relationship  makes  States  hesitant  to  look  to  Regional 
Offices  for  answers  to  policy  questions. 

In  part  as  a  result  of  poor  guidance  and  insufficient  monitor- 
ing by  Regional  Offices  ,  States  frequently  learn  that  they  are  actu- 
ally out  of  compliance  long  after  their  State  plans  have  been  ap- 
proved by  the  HEW  Regional  Office . 

4.1.6   The  State  Plan  Pre-Print 

The  Federal  government's  formal  monitoring  tools  are  inadequate. 
Currently,  the  primary  means  used  by  HEW  to  review  State  policy  for 
compliance  is  the  State  Plan  Pre-print.   The  pre-print,  as  it  is 
commonly  called,  is  a  standard,  multi-paged  form  that  contains  an 
outline  of  Federal  program  requirements  and  options  for  Medicaid  eli- 
gibility.  Every  State  fills  out  one  of  these  forms  to  provide  the 
Federal  government  with  a  general  summary  of  the  extent  of  the 
State's  Medicaid  program  and  of  its  eligibility  policies.   The  prob- 
lem with  the  pre-print,  as  reported  by  State  and  HEW  regional  staff, 
is  that  it  is  far  too  simplistic  to  give  a  full  and  accurate  repre- 
sentation of  State  policy.   And,  more  importantly,  it  is  not  the 
document  used  by  State  eligibility  workers  in  carrying  out  policy 
day-to-day. 

The  pre-print  outlines  Federal  policy,  allowing  States  to  check 
off  where  they  have  selected  certain  options.   If  Federal  policy  were 
clear-cut  and  simple  to  understand,  this  format  would  not  be  a  prob- 
lem because  States  could  indicate  in  attachments  exactly  where  their 
own  policy  deviates  from  Federal  policy.   But  States  do  not  under- 
stand all  of  the  implications  of  Federal  policy  well  enough  (very 
few  people  do)  to  know  when  their  own  policy  is  in  conflict.   As  a 
result,  conflicts  often  do  not  show  up  on  the  pre-print.   For  exam- 
ple, section  (c)  of  page  six  in  the  pre-print  (Exhibit  4-4)  states 
that  "all  other  requirements  of  45  CFR  248.3  are  met."   States  may 
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EXHIBIT    4-4 


EXCERPT   FROM  MEDICAID   STATE   PLAN   PREPRINT 
SHOWING  HOW    "FILL-IN-THE-BLANK"    FOP.MAT   MAY 
NOT   TRULY    REPRESENT   STATE    POLICY 


1 
Revision: 


ESA-PI-75-3 
August  20,    197U  • 


6  - 


STATE 


Citation 
45  CFR 
2U8.3 
P.R.    40-29 


2.6  Financial  Eli-jbillty 
(a)  Categorically  needy. 

(1)  With  respect  to  AFDC -related  families   and 
to  individuals  under  age  21    (net   cthorv/is 
eligible  under  this  plan)  ,   the  f  iiia-.cial 
eligibility  conditions   of  the  State's 
approved  AFDC  plan  apply. 

(2)  With  respect  to   aged-,   blind  and  disabled 
individuals,   the  financial  eligibility 
conditions   described  in  ATTACiiMSI'.TS   2.6-/ 
and  2.6-B 


Federal  monitor  has 
no  way  of  knowing 
from  this   statement 
if,    in   fact,    all 
requirements    in 
regulation   are  met. 


apply. 


(b)  Medically  needy. 

[~~]   The  levels  of  income  and  resources,  expressed 
in  total  dollar  amounts,  which  are  used  as 
a  basis  for  establishing  eligibility  under 
the  plan  are  as  described  in  ATTACHMEIiT 
2.6-C.  These  income  levels  and  resources 
meet  the  requirements  of  45  CFR  243.3- 

f~]   .  Not  applicable.   The  medically  needy  are 
not  included  in  the  plan. 


All  other  requirements  of  45  CFR  240.3  ar 


2„7  Relative  Res-oonsibility 


ATTACHMENT  2. 7- A  describes  the  extent  to  which 
financial  responsibility  is  imposed  on  certain 
relatives  with  respect  to  the  cost  of  medical 
caxe  and  services  provided  to  recipients  under 
the  plan. 


D 


Not  applicable. 
is  imposed. 


No  such  responsibility 
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submit  this  statement  about  their  programs  without  ever  understanding 
what  those  requirements  are,  much  less  checking  to  see  if  they  are 
meeting  them. 

4.2   Eligibility  Determination  Procedures  Which  Are  Unworkable 

A  second  major  area  of  administrative  problems  in  the  Medicaid 
eligibility  system  involves  the  actual  steps  in  the  eligibility 
determination  process.   Figuring  out  whether  a  person  is  eligible 
is  often  less  than  straightforward.   Confusion  occurs  over  issues 
ranging  from  the  treatment  of  income,  establishing  categorical 
relatedness,  and  assessing  resources,  to  determining  retroactive 
eligibility,  and  accumulating  allowable  health  expenses. 

States  do  not  comply  with  many  of  the  current  requirements  for 
determining  eligibility  simply  because  they  do  not  understand  them 
clearly  or  because  requirements  are  administratively  infeasible. 
Other  requirements  cause  a  great  deal  of  confusion  and  are  a  waste  of 
worker  time.   With  some  aspects  of  eligibility  determination,  there 
is  no  simple  way  to  carry  out  the  process.   With  other  aspects,  it 
seems  as  though  policy-makers  in  Congress  (and  at  times,  HEW)  have 
devised  the  most  complex  way  to  make  determinations. 

The  fact  is  that  administrative  ease  of  implementation  has 
never  been  a  major  concern  in  developing  Medicaid  policy.   This  is 
probably  because  the  groups  that  create  the  policies,  the  Congress 
and  HEW,  are  not  the  ones  that  have  to  implement  them.   Generally, 
the  major  concern  in  Congressional  policymaking  has  been  to  achieve 
equity  or  create  certain  incentives.   Little  attention  has  been  given 
to  the  fact  that  many  of  the  policies  that  are  required  to  achieve 
equity,  create  incentives,  or  protect  certain  groups  are  often  ex- 
tremely difficult  to  administer.   Often  the  administrative  problems 
created  by  such  policies  far  outweigh  the  benefits  they  provide. 

Also,  adding  to  the  current  administrative  problems  in  the  eli- 
gibility system  is  the  fact  that  Medicaid  policymaking  by  Congress 
has  been  an  incremental  process:   Medicaid  has  been  tacked  on  to  the 
cash  assistance  programs,  which  themselves  evolved  over  three  dec- 
ades* time.   Since  the  inception  of  the  program,  new  provisions  have 
been  added  periodically  which  further  complicate  the  picture. 
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The  administrative  problems  with  Medicaid  eligibility  policy 
cannot  be  attributed  solely  to  Congressional  action.   HEW  also  has 
frequently  contributed  to  the  "unworkability"  of  Medicaid  eligibility 
procedures  through  its  handling  of  the  regulatory  process  and  policy 
dissemination,  as  was  discussed  in  the  previous  section.   In  devel- 
oping policy,  HEW  has  not  been  as  sensitive  to  the  administrative 
dilemmas  facing  State  and  local  eligibility  staff  as  it  should  have 
been. 

In  this  section,  the  administrative  problems  caused  by  the  eli- 
gibility determination  processes  are  reviewed.   Exhibit  4-5,  which 
follows,  summarizes  the  major  points  of  concern.   Attention  is 
focused  in  this  section  on  those  areas  that  States  find  to  be  the 
most  troublesome:   determining  the  spend-down,  establishing  the  medi- 
cally needy  level,  determining  eligibility  for  retroactive  coverage, 
treatment  of  income  and  resources,  pursuit  of  third  party  liability, 
determining  residency,  and  determining  eligibility  for  extended  cov- 
erage.  The  order  in  which  these  areas  are  presented  represents  to  a 
certain  extent  the  relative  degree  of  administrative  burden  they 
impose  on  States.   However,  each  of  these  provisions  poses  signifi- 
cant administrative  problems.   It  should  be  noted  that  this  section 
will  not  discuss  problematic  eligibility  provisions  related  to  the 
SSI  program.   These  are  discussed  in  the  next  section,  together  with 
other  troublesome  aspects  of  the  SSI  program. 

4.2.1   Spend- down 

Spend-down  is  a  part  of  the  medically  needy  program  which  ex- 
tends medical  assistance  to  categorically-related  persons  whose 
incomes  are  too  high  to  qualify  for  Medicaid,  but  whose  medical 
expenses  are  sufficiently  large  that,  when  they  are  subtracted 
from  income,  the  remaining  income  falls  below  the  medically  needy 
level.   Conceptually,  spend-down  is  a  very  desirable  provision 
because  it  protects  some  people  (i.e.,  deprived  families,  the  aged, 
blind,  and  the  disabled)  from  large  medical  expenses  and  eliminates 
arbitrary  income  eligibility  cut-off  points.   Furthermore,  it  is 
the  only  large-scale  Federal  program  that  provides  protection  from 
large  medical  expenses,  and,  in  that  sense,  it  has  significant 
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EXHIBIT   4-5 
ELIGIBILITY    DETERMINATION   PROCEDURES   WHICH    ARE    UNWORKABLE 


SPEND  DOWN 


The  spend-down  concept  is  inherently  complicated,  and  the  pro- 
gram itself  is,  by  far,  the  most  difficult  aspect  of  Medicaid 
eligibility  for  States  to  administer. 

Spend-down  complicates  eligibility  determination  because  the 
spend-down  case  is  generally  more  time-consuming  and  more 
difficult  to  process  than  other  Medicaid  applications. 

Certain  Federal  spend-down  requirements  are  difficult  to 
understand  and  almost  impossible  to  implement.   Specifically: 

Regulations  stipulating  the  kinds  of  medical  expenses 
which  can  be  used  in  meeting  the  spend-down  are  vague 
and  confusing. 

The  Medicaid  statute  which  requires  prioritizing  cer- 
tain medical  expenses  to  satisfy  the  spend-down  lia- 
bility causes  considerable  administrative  difficulty. 
States  have  developed  more  administratively  practical 
ways  to  handle  the  assignment  of  spend-down  liabilities, 
but  these  approaches  do  not  meet  Federal  requirements. 

The  incurment  principle,  which  allows  spend-down  re- 
cipients to  incur  rather  than  pay  expenses  used  in 
spending  down,  makes  it  difficult  for  States  to  control 
against  overpayments  of  Medicaid  claims;  consequently, 
some  States  are  requiring  recipients  to  present  paid 
bills  for  medical  expense  in  order  to  spend-down. 

States  and  local  workers  are  confused  as  to  the  rela- 
tionship between  private  health  insurance  coverage  and 
the  spend-down  liability. 


SETTING  THE  MEDICALLY  NEEDY 
LEVEL 


In  some  States,  the  result  of  the  maximum  limitation  on  a 
State's  medically  needy  level,  combined  with  the  requirement 
that  the-;ievel  be  uniform  across  categories,  is  that  for  the 
adult  categories,  the  medically  needy  level  is  lower  than 
the  categorically  needy  level. 

In  some  States,  the  Federal  limitations  on  minimum  and  maxi- 
mum medically  needy  levels  conflict  with  each  other. 

States  are  confused  about  how  to  derive  the  single  person 
AFDC  level  which  must  be  used  as  a  basis  for  the  medically 
needy  level  for  single  adults. 

In  many  States,  it  is  impossible  to  come  up  with  a  single 
medically  needy  level  that  is  some  percentage  of  the  AFDC 
payment  level  because  the  State  varies  its  AFDC  payment  level 
according  to  special  needs. 


RETROACTIVE  COVERAGE 


The  retroactive  coverage  provision  is  difficult  to  adminis- 
ter because  it  involves  reconstructing  financial  eligibility 
for  a  time  that  has  already  passed. 

Determining  retroactive  coverage  eligibility  is  particularly 
troublesome  in  disability  cases  as  these  necessitate  a  deter- 
mination of  disability  as  well  as  financial  eligibility  for 
the  retroactive  coverage  period. 


DISREGARDS 


Disregards  are  problematic  because  they  complicate  the  grant 
computation  process  and,  thereby,  add  to  the  potential  for 
worker  error. 

The  fact  that  disregards  vary  across  categories  and  between 
the  categorically  needy  and  medically  needy  programs,  and 
that  there  are  numerous  kinds  of  allowable  disregards  adds 
considerably  to  the  amount  of  policy  workers  have  to  remember. 
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EXHIBIT  4-5,  cont, 


DISREGARDS,  Cont. 

Workers  find  it  extremely  difficult  to  keep  track  of  the  vari- 
ous disregards  which- apply  to  only  small  groups  of  people. 

Except  in  those  few  States  with  advanced  systems  capabilities, 
it  is  extremely  difficult  for  State  and  local  staff  to  iden- 
tify and  keep  track  of  the  many  recipients  who  are  eligible 
for  a  Title  II  cost-of-living  increase  disregard. 

RESOURCE  CRITEkIA 

Determining  the  extent  and  nature  of  available  resources  is 
another  difficult  and  time-consuming  part  of  the  eligibility 
determination  process. 

The  variation  in  resource  criteria  that  exists  across  Federal/ 
State  transfer  programs  poses  considerable  administrative 
difficulties  for  workers. 

PURSUIT  OF  THIRD  PARTY 
LIABILITY 

Although  millions  of  dollars  could  be  saved  if  all  third 
party  coverage  were  utilized,  few  States  have  made  pursuit  of 
third  party  liabilities  a  major  priority. 

Collection  of  information  on  third  party  liability  is  hap- 
hazard at  the  point  of  application  both  because  workers  are 
not  sensitive  to  the  fiscal  importance  of  this  task  and  be- 
cause they  are  not  provided  with  specific  instructions  for 
follow-up  when  third  party  coverage  exists. 

States  do  not  have  the  systems  capability  to  pursue  third 
party  liability;  most  States  have  no  effective  way  of  trans- 
mitting information  on  private  health  insurance  coverage  from 
the  local  level  to  State  claims  payment  staff. 

Federal  guidelines  in  the  area  of  third  party  liability  pur- 
suit are  vague  and,  thus,  offer  States  little  guidance  in 
developing  a  system  for  pursuing  third  parties. 

Further,  Federal  regulations  put  States  in  a  position  of  of- 
ten having  to  retroactively  recoup  payments  from  third  par- 
ties; States  find  that  retroactive  recoupment  is  difficult 
and  highly  inefficient. 

RESIDENCY  REQUIREMENTS 

Because  Federal  regulations  are  unclear  as  to  what  consti- 
tutes intent  to  reside  and  abandonment  of  a  residence,  it  is 
necessary  for  States  to  establish  their  own  policies  re- 
garding residency  and  to  make  agreements  among  themselves. 
However,  State  policies  are  sometimes  incompatible  and  agree- 
ments break  down. 

AFDC  FOUR  MONTHS  CONTINUED 
COVERAGE 

Stages  feel  that  this  provision  poses  an  unnecessary  admini- 
strative burden  because  it  imposes  extra  case  monitoring  re- 
quirements that  are  not  cost  beneficial;  States  allege  that 
these  extra  efforts  rarely  reveal  any  new  information  about 
a  case. 
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implications  for  national  health  insurance.   However,  spend-down 
is,  by  far,  the  most  difficult  aspect  of  Medicaid  eligibility  for 
States  to  administer. 

How  Spend- Down  Works 

The  client's  "excess  income"  is  computed  for  a  period  of  time 
up  to  six  months  ahead.   States  use  anywhere  from  one  to  six  months, 
and  many  vary  the  length  of  the  accounting  period  by  type  of  medical 
bill.   If  a  six  month  period  is  used,  then  once  the  client  has  in- 
curred medical  expenses  equal  to  six  months  worth  of  "excess  income," 
(s)he  is  certified  (given  a  Medicaid  card)  for  the  remainder  of  the 
six  month  period. 

Determining  Allowable  Expenses 

One  major  problem  faced  by  State  program  staff  in  administering 
spend-down  involves  determination  of  "allowable  expenses,"  i.e., 
determining  what  medical  expenses  may  be  used  in  meeting  the  spend- 
down  liability.   Regulations  on  this  issue  are  vague  and  confusing. 
As  indicated  earlier  in  this  chapter,  such  phrases  as  "States  may  set 
reasonable  limits"  cause  considerable  problems  because  they  are 
widely  open  to  interpretation  by  the  courts.   In  particular,  many 
State  officials  do  not  know  whether  they  can  limit  both  the  number  of 
services  of  a  particular  type  and  the  cost  of  such  services  (as  they 
do  for  Medicaid  recipients)  or  just  the  type  of  service.   The  regu- 
lations do  not  clearly  stipulate  what  constitutes  a  legitimate  medi- 
cal service.   As  a  result,  determining  the  legitimacy  of  the  medical 
expenses  used  in  spending  down  is  an  area  left  almost  entirely  to 
caseworker  discretion. 

States  are  also  confused  as  to  which  family  members'  medical 
expenses  can  be  counted  toward  the  spend-down.   Defining  the  "family" 
unit  is  problematic,  especially  when  a  stepparent  is  involved. 

Prioritization  of  Spend-down  Expenses 

For  prioritizing  the  expenses  used  for  meeting  the  spend-down 
liability,  the  Federal  regulations  seem  reasonable  and  straightfor- 
ward in  principle:   apply  health  insurance  premiums  first,  non- 
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Medicaid- covered  medical  expenses  next,  and  Medicaid«-covered  expenses 
last.   In  actuality,  however,  this  issue  of  assignment  constitutes  a 
major  problem  in  implementing  spend-down. 

Enforcing  prioritization  of  spend-down  expenses  requires  close 
monitoring  of  each  spend-down  by  workers.  Unfortunately,  this  part 
of  spend-down  requirements  is  often  unclear  even  to  workers . 

Prioritization  is  problematic  because  spend-down  applicants  of 
course  want  to  become  eligible  for  Medicaid  as  soon  as  possible ,  and 
States  cannot  grant  eligibility  until  the  spend-down  liability  has 
been  satisfied.   A  strict  implementation  of  prioritization  would 
require  for  many  cases  waiting  until  after  the  six-month  accounting 
period  ended  to  fully  insure  that,  for  example,  non-Medicaid  covered 
items  were  applied  first  toward  the  spend-down  liability. 

Because  of  the  difficulty  of  adhering  to  the  regulations  on 
prioritization,  many  States  have  largely  disregarded  the  regulations 
in  lieu  of  more  pragmatic  assignment  policies.   Two  alternative 
methods  of  assignment  have  been  devised  which  deal  with  this  problem 
with  variable  success — chronological  assignment  of  the  liability  and 
assignment  of  the  liability  to  specific  providers.   Each  of  these 
alternatives  appears  to  have  been  developed  primarily  in  the  inter- 
ests of  efficient  management  and  the  need  to  control  against  errone- 
ous expenditures.   However,  neither  of  these  methods  is  consistent 
with  Federal  regulations. 

In  the  chronological  approach  to  spend-down  liability  assign- 
ment, the  worker  counts  medical  bills  toward  the  spend-down  in  the 
order  in  which  the  services  were  rendered.   Eligibility  for  Medicaid 
begins  the  day  after  the  spend-down  liability  is  met.   All  bills  for 
services  (covered  by  the  State's  Title  XIX  plan)  rendered  from  the 
date  of  eligibility  are  then  paid  by  Medicaid. 

An  advantage  to  the  chronological  approach  is  that  it  is 
straightforward.   Also,  this  method  makes  it  relatively  easy  to 
assign  an  exact  date  for  the  beginning  of  the  eligibility  period. 
However,  the  chronological  approach  breaks  down  when  bills  are  sub- 
mitted late  by  practitioners .   When  this  happens ,  the  spend-down  lia- 
bility has  to  be  redetermined,  and  the  liability  reassigned.   Prob- 
lems also  result  when  a  client  meets  and  exceeds  his  spend  down  on  a 
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given  day.   This  situation  often  occurs  when  the  spend-down  is  met 
in  a  hospital  setting.   If  a  claim  were  submitted  to  Medicaid  for 
the  entire  day's  charges,  the  State  would  probably  honor  the  entire 
bill  because  it  would  have  no  way  of  knowing  what  part  of  the  expen- 
ses was  the  client's  spend-down  liability. 

A  second  method  for  assigning  the  spend-down  liability  that 
does  not  comply  with  the  regulations  on  prioritization  is  assigning 
the  spend-down  to  a  specific  provider  and  noting  it  on  the  Medicaid 
eligibility  file  so  that  the  charges  are  not  later  paid  by  Medicaid. 
In  such  cases,  the  spend-down  is  usually  assigned  to  a  hospital. 
However,  the  shortcoming  of  this  method  is  that  it  is  unfairly  dis- 
criminatory against  larger  providers.   Providers  report  that  spend- 
down  liabilities  can  rarely  be  collected  and,  thus,  result  in  bad 
debts  for  providers  and  eventual  increased  charges  for  everyone. 

Payment  Versus  Incurment  of  the  Spend-down  Liability 

Perhaps  the  single  most  administratively  difficult  aspect  of 
spend-down  policy  involves  the  concept  of  incurment.   The  Medicaid 
law  says  very  clearly  that  spend-downers  are  required  only  to  "in- 
cur" medical  expenses  equal  to  the  size  of  their  spend-down  liabil- 
ity.  No  mention  is  made  in  the  law  or  the  Federal  regulations  that 
the  spend-down  ever  has  to  be  paid. 

This  would  seem  to  violate  the  principle  on  which  spend-down  is 
founded:   that  in  order  to  become  eligible,  the  recipient  must  share 
in  the  cost  of  medical  expenses.   The  equity  and  incentive  problems 
with  incurment  were  discussed  in  Section  3.2.3.   Incurment  also 
causes  major  administrative  problems  for  States.   Allowing  recipients 
to  only  incur  their  spend-down  liability  makes  it  difficult  for 
States  to  control  against  overpayments  on  Medicaid  claims.   When 
persons  do  not  pay  their  spend-down  liabilities  to  providers,  the 
providers  at  times  bill  Medicaid  for  the  spend-down  expenses.   To 
totally  control  against  erroneously  paying  for  the  spend-down  lia- 
bilities, States  would  have  to  keep  in  their  claims  processing  file 
a  detailed  record  of  each  spend-down .   Few  State  Medicaid  programs 
have  this  type  of  system  capability. 
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Also,  incurment  is  administratively  difficult  because  spend- 
down  applicants  and  providers  have  trouble  understanding  the  concept. 
As  a  result,  much  worker  time  is  spent  explaining  it.   Providers  get 
upset  because  spend-downers  have  to  be  handled  differently  from 
other  Medicaid  recipients;  spend-downers  are  "more  trouble"  to  pro- 
viders since  part  of  the  bill  goes  to  Medicaid  and  part  to  the  spend- 
downer.   Some  providers  have  even  refused  to  extend  credit  to  spend- 
down  applicants,  thus  preventing  them  from  being  able  to  spend-down. 
Further  compounding  the  problem  is  the  fact  that  many  providers 
claim  that  spend-down  liabilities  are  rarely  paid. 

To  avoid  the  problems  caused  by  incurment,  many  States  require 
that  the  spend-down  liability  be  paid  before  a  Medicaid  card  is 
issued.   By  doing  so,  a  State  does  not  have  to  worry  about  erroneous- 
ly paying  the  liability  out  of  Medicaid  funds.   But  such  an  approach 
is  in  violation  of  Medicaid  law  and  can  cause  severe  "cash  flow" 
problems  for  spend-down  applicants  on  fixed  incomes. 

A  few  States  have  "solved"  the  administrative  problems  associa- 
ted with  spend-down  incurment  by  still  another  approach — having  the 
Medicaid  program  collect  the  spend-down  liability  directly  from  pro- 
gram applicants.   This  approach  also  has  been  interpreted  as  viola- 
ting Medicaid  law.   However,  it  does  address  many  of  the  administra- 
tive problems.   Essentially,  this  approach  involves  having  spend- 
downers  pay  the  State  Medicaid  program  their  spend-down  liability  in 
much  the  same  way  as  a  private  health  insurance  premium  is  paid. 
This  process  is  easier  for  applicants  to  understand. 

Spend-downers  become  enrolled  in  Medicaid  on  the  basis  of  anti- 
cipated health  needs,  and  the  State  collects  a  monthly  premium  equal 
to  the  monthly  excess  income.   In  return  for  paying  this  premium, 
the  recipient  receives  a  Medicaid  card  and  enjoys  the  attendent  bene- 
fits.  The  problems  related  to  assignment  of  spend-down  liabilities, 
proper  accounting  of  third-party  reimbursements,  verification  of 
dates  on  provider  invoices ,  and  incurment  as  opposed  to  actual  pay- 
ment largely  disappear.   Most  importantly,  recipients  do  not  have  a 
problem  obtaining  credit;  providers  are  not  confused;  and  recipients 
and  workers  do  not  have  to  go  through  the  process  of  liability  ac- 
cumulation and  assignment. 
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This  is  not  to  say  that  this  approach  is  without  problems. 
First  of  all,  payment,  not  incurment,  is  eventually  required. 
Second,  this  approach  makes  it  more  difficult  to  use  non-Medicaid 
covered  health  expenses  in  meeting  the  spend -down  liability.   Also, 
the  State  has  to  set  up  a  special  collection  unit,  and  care  has  to 
be  taken  to  insure  that  Federal  matching  monies  are  not  confused 
with  whatever  expenditures  the  State's  program  may  make  to  cover 
those  expenses  which  should  have  been  spend-down  liabilities . 
Finally,  whether  or  not  persons  can  be  denied  coverage  when  they  do 
not  pay  their  spend-down  is  an  issue  yet  to  be  resolved  with  this 
approach . 

Pursuit  of  Third-Party  Liability 

A  final  major  problem  area  in  implementing  spend-down  involves 
the  existence  of  third-party  insurance.   Although  the  problem  of 
pursuing  third-party  coverage  is  not  unique  to  spend-down  recipients, 
spend-down  enforces  recognition  of  this  Medicaid-related  problem 
because,  as  a  population,  many  spend-downers  have  some  form  of  third- 
party  insurance.   The  problems  involved  are:   (1)  identification  of 
third-party  liabilities;  (2)  division  of  bills  between  the  third- 
party  payment,  the  spend-down  amount,  and  the  Medicaid  contribution; 
and  (3)  collection  of  amounts  overpaid  or  advanced  by  Medicaid  which 
rightfully  should  have  been  paid  by  the  third  party.   Workers  are 
given  little  guidance  in  reviewing  an  applicant's  insurance  coverage. 
Furthermore,  there  is  confusion  among  workers  as  to  whether  or  not 
insurance  can  mitigate  the  spend-down  liability. 

It  should  be  clear  from  this  discussion  that  spend-down  is  an 
enormous  administrative  burden.   However,  the  administrative  problems 
that  spend-down  causes  for  States  are  so  numerous  that  to  fully  des- 
cribe them  would  be  beyond  the  scope  of  this  study,  of  which  spend- 
down  is  only  a  part.   The  reader  is  referred  to  a  previous  study 
report,  Evaluation  of  Medicaid  Spend-down,  prepared  by  USR&E  in  1976 
which  provides  more  detail  on  the  administrative  problems  associated 
with  spend-down. 
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4.2.2   Setting  the  Medically  Needy  Level 

The  Medicaid  statute  imposes  several  requirements  on  States  in 
setting  their  medically  needy  levels  which  not  only  present  equity 
problems  (as  discussed  in  Section  3.2.2),  but  also  are  completely 
unworkable  in  many  States.   Specifically,  the  medically  needy  level 
must  be  no  lower  than  the  highest  payment  standard  for  any  category, 
but  no  higher  than  133  1/3  percent  of  the  highest  AFDC  payment.   At 
the  same  time,  the  medically  needy  level  must  be  uniform  across 
categories.   When  taken  in  combination,  these  requirements  pose  the 
following  problems : 

First,  the  maximum  of  133  1/3  percent  of  the  highest  AFDC  pay- 
ment taken  together  with  the  uniformity  requirement  is  unworkable 
because  it  ties  aged,  blind,  and  disabled  standards  to  the  payment 
amount  under  AFDC.   Many,  if  not  most,  States  have  traditionally  set 
much  lower  income  levels  for  AFDC  families  than  for  the  aged,  blind, 
and  disabled.*   The  result  is  frequently  a  negative  medically  needy 
band  for  adults,**   that  is,  the  medically  needy  income  level  which 
adults  must  meet  is  lower  than  the  cash  assistance  income  level  for 
adults.   This  situation  not  only  poses  inequities  and  distorted  in- 
centives within  the  adult  categories  and  is  counter  to  the  intent  of 
the  medically  needy  program,  but  also  it  causes  administrative  prob- 
lems simply  because  it  is  so  illogical.   New  workers  have  difficulty 
understanding  it,  and  all  workers  have  difficulty  explaining  it  to 
clients  and  providers. 

Another  problem  with  tying  the  adult  medically  needy  income 
level  to  the  AFDC  payment  level  is  that  there  is  often  no  such  thing 
as  a  single-person  AFDC  family  in  many  States.   Because  most  aged, 
blind,  and  disabled  applicants  are  in  single-person  filing  units, 


*States  give  several  explanations  for  this  phenomenon:   the 
aged,  blind,  and  disabled  have  greater  expenses  because  they  are 
old  and/or  disabled,  they  have  lower  earning  potential  than  AFDC 
recipients,  and  they  are  politically  more  favored  (particularly  the 
aged  and  blind)  than  AFDC. 

**The  term  "adults"  is  often  used  interchangeably  with  the 
terms  "aged,  blind,  and  disabled." 
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an  artificial  single-person  AFDC  payment  has  to  be  established  in 
these  States  to  derive  the  medically  needy  level  for  a  single  indi- 
vidual.  Many  States  have  found  Federal  instructions  for  deriving 
this  artificial  payment  level  extremely  confusing  and,  as  a  result, 
have  used  methods  which  conflict  with  Federal  guidelines. 

The  requirement  that  the  medically  needy  level  be  uniform  across 
categories  also  is  problematic.   In  many  States,  it  is  impossible 
to  come  up  with  a  single  medically  needy  level  that  is  some  percent- 
age of  the  AFDC  payment  level  because  AFDC  programs  often  have  numer- 
ous payment  levels  .   Federal  regulations  allow  States  to  vary  their 
medically  needy  levels  to  account  for  geographic  variations  in  the 
cost  of  living.   However,  the  regulations  do  not  account  for  States 
which  vary  their  payment  levels  according  to  itemized  needs  allow- 
ances and  special  needs. 

The  problem  is  further  exacerbated  by  the  fact  that  Federal 
guidelines  regarding  the  medically  needy  level  in  States  which  have 
variable  AFDC  payment  levels  have  been  changed  several  times  during 
the  course  of  the  program.   One  of  the  study  States  had  revised  its 
medically  needy  standard  four  times  in  an  attempt  to  keep  up  with 
Federal  requirements. 

4.2.3  Retroactive  Coverage 

Often,  people  find  themselves  in  need  of  medical  assistance  after 
they  have  incurred  medical  expenses.   It  is  not  uncommon,  for  example, 
for  people  not  on  Medicaid  to  have  accidents  or  suddenly  become  ill 
and  find  themselves  with  medical  bills  that  they  cannot  pay.   In 
order  to  make  Medicaid  available  to  persons  in  these  circumstances, 
Federal  law  requires  all  States  to  extend  retroactive  coverage  up  to 
three  months  prior  to  application  to  anyone  who  would  have  been  eli- 
gible at  the  time  the  service  was  rendered. 

Although  few  people  disagree  with  the  concept  of  extending 
retroactive  coverage,  it  does  make  for  some  administrative  complica- 
tions. The  major  problem  is  that  eligibility  has  to  be  established 
for  the  time  in  which  services  were  received  during  the  retroactive 
period.  Having  to  reconstruct  a  client's  financial  and  categorical 
status  for  a  past  period  is  a  difficult  and  time-consuming  task  for 
workers. 
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The  retroactive  process  is  particularly  troublesome  when  it  in- 
volves disability  cases,  as  these  necessitate  the  determination  of 
disability  as  well  as  financial  eligibility  for  the  retroactive 
period.   Medicaid  staff  from  one  study  State  pointed  out  that  retro- 
actively covering  one  minor  prescription  can  cost  the  State  $200 
trying  to  reconstruct  disability.   Even  when  SSI  has  done  a  complete 
determination  of  disability  involving  physical  examinations  and  a 
medical  review  by  the  SSA  Disability  Determination  Unit,  the  State 
Medicaid  agency  must  repeat  the  process  to  determine  if  the  individ- 
ual was  eligible  for  Medicaid  during  the  retroactive  period.   In 
their  disability  determinations,  SSA  records  on  the  SSI  application 
the  date  of  onset  of  the  disability.   However,  because  they  are  not 
concerned  with  determining  eligibility  for  the  period  prior  to  appli- 
cation, they  never  record  onset  dates  earlier  than  the  date  of  appli- 
cation. 

Part  of  the  retroactive  coverage  problem  could  be  solved  if  SSA 
began  supplying  States  with  the  actual  disability  onset  date,  but 
many  of  the  problems  of  reconstructing  financial  eligibility  would 
remain.   Reconstructing  financial  eligibility  is  inherently  difficult 
because  clients  must  provide  proof  of  income  for  a  time  that  has 
already  passed.   Moreover,  clients  are  often  hospitalized  or,  in  any 
case,  still  bedridden  at  the  time  of  application  and  cannot  easily 
obtain  documentation  for  past  income. 

Retroactive  coverage  requirements  make  it  difficult  for  workers 
to  meet  certification  deadlines.   Medicaid  regulations  require  that 
disability  applications  be  processed  within  sixty  days  of  the  date  of 
application;  for  aged,  blind,  and  AFDC  applications  the  deadline  is 
forty- five  days.   Processing  an  application  involves  obtaining  a 
great  deal  of  information  from  the  client  about  income,  employment, 
resources,  citizenship,  medical  status,  and  so  forth.   Much  of  this 
information  has  to  be  verified  with  pay  stubs,  bank  receipts,  birth 
certificates,  medical  records,  and  so  forth.   Obtaining  needed 
verification  within  the  required  time  limit  is  difficult  enough 
under  normal  circumstances,  but  retroactive  coverage  compounds 
the  problems. 
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Hospitals  and  other  providers  are  not  as  sensitive  to  the  retro- 
active coverage  provisions  as  they  should  be.   They  often  delay  sub- 
mitting Medicaid  applications  for  clients  until  they  are  sure  that 
the  clients  will  be  unable  to  pay.   Unfortunately,  they  sometimes 
wait  too  long.   At  times  applications  received  by  the  Medicaid  office 
are  too  late  for  the  retroactive  provisions  to  cover  the  period  in 
which  services  were  provided. 

Another  problem  in  administering  the  retroactive  coverage 
provision  involves  informing  needy  persons  of  potential  retro- 
active eligibility.   Ideally,  all  eligibility  workers  involved  in 
both  cash  and  medical  assistance  as  well  as  claims  representatives 
at  Social  Security  District  Offices  should  routinely  pursue  the 
subject  of  retroactive  expenses  with  every  client.   However, 
workers  are  often  so  overburdened  and  pressed  for  time  that  they 
fail  to  do  so.   Consequently,  many  applicants  are  not  directly 
informed  about  retroactive  coverage.   States  generally  include  a 
description  of  the  retroactive  coverage  provision  in  a  pamphlet 
that  is  disseminated  to  all  cash  and  medical  assistance  recipi- 
ents.  But  often  applicants  do  not  read  or  understand  all  of  the 
material  that  is  included  in  these  pamphlets. 

To  deal  with  the  problem  of  informing  clients  of  potential 
retroactive  eligibility,  one  of  the  study  States  includes  a  notice 
with  the  Medicaid  card  which  tells  new  recipients  to  have  their  pro- 
viders submit  all  bills  for  services  rendered  in  the  three  pre- 
vious months.   The  computer  then  kicks  out  all  claims  for  past 
services  and  sends  a  notice  to  local  offices  to  determine  eli- 
gibility for  the  period  during  which  the  services  were  rendered. 
This  is  a  good  system  for  informing  approved  Medicaid  applicants, 
but  does  not  help  in  informing  rejected  applicants  of  potential 
retroactive  eligibility.   An  alternative  is  to  include  questions 
about  retroactive  medical  expenses  directly  on  the  application 
form,  which  many  States  have  done. 
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4.2-4  Disregards 

Another  aspect  of  Medicaid  eligibility  policy  that  causes  com- 
plications is  determining  and  calculating  allowable  disregards.   In 
the  first  place,  there  are  so  many  different  types  of  disregards 
under  the  cash  assistance  programs  that  it  is  difficult  for  workers 
to  keep  track  of  them  all.   Furthermore,  disregards  complicate  the 
grant  computation  process;  often  the  worker  has  to  subtract  several 
disregards  in  determining  the  amount  of  an  individual's  grant.   The 
many  computational  steps  involved  can  only  serve  to  increase  the 
likelihood  of  error.   (This  is  not  so  much  of  a  problem,  however,  in 
States  in  which  the  computer  does  much  of  the  actual  computation, 
such  as  in  Oklahoma  and  West  Virginia.)   Additionally,  it  is  some- 
times unclear  whether  a  particular  type  of  income  can  be  disregarded. 
Those  disregards  which  cause  particular  administrative  problems  are 
discussed  below. 

Work  Expense  Disregards 

Federal  statute  requires  that  States  disregard  "income  equal  to 
expenses  reasonably  attributable  to  the  earning  of  income"  when  de- 
termining eligibility  for  AFDC  recipients.   The  regulation  for  this 
statute*  has  caused  administrative  problems  because  it  leaves  open  to 
interpretation  the  definition  of  a  legitimate  work  expense.   In  turn, 
many  States  leave  the  definition  of  work  expenses  to  the  discretion 
of  individual  workers.   Because  there  are  so  many  different  types  of 
expenses  which  could  be  considered  work  expenses ,  workers  often  have 
to  spend  a  great  deal  of  time  identifying  and  calculating  these  dis- 
regards for  each  working  client.   Also,  a  great  deal  of  time  is  spent 
obtaining  verification  of  work  expenses. 

In  sum,  the  procedures  involved  in  applying  work  expense  disre- 
gards are  time-consuming  and  add  considerably  to  the  potential  for 
worker  error.   To  mitigate  this  problem,  some  States  have  replaced 
itemized  deductions  for  work  expenses  with  flat  dollar  deductions. 
For  example ,  Oklahoma  allows  workers  to  deduct  a  flat  thirty  dollars 


*45  CFR  233.20(a) (3) (iv) . 
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for  work  expenses.   However,  because  of  recent  court  decisions,  States 
must  give  clients  the  option  of  itemizing  work  expenses  if  they  pro- 
fice  appropriate  documentation.   Some  clients,  of  course,  use  this 
option  because  it  works  to  their  advantage. 

Earned  Income  Disregards 


Federal  statute  mandates  that  States  must  disregard  $30  plus  one- 
third  of  the  remainder  of  earned  income  for  AFDC  recipients  and  $65 
plus  one-half  the  remainder  of  earned  income  for  SSI  applicants  and  re- 
cipients.  Generally,  States  do  not  find  these  disregards  difficult 
to  administer  in  and  of  themselves.   However,  when  considered  in 
light  of  the  many  other  calculations  that  have  to  be  made,  computing 
a  flat  dollar  disregard  with  a  percentage  increment  is  difficult. 
Also,  the  fact  that  there  is  variation  across  categories  in  these 
disregards  adds  unnecessarily  to  the  amount  of  policy  that  workers 
have  to  remember. 

Disregards  of  Income  from  Particular  Programs 

Perhaps  the  major  disregard  problem  from  an  administrative  point 
of  view,  however,  involves  the  assortment  of  special  income  disregards 
set  forth  in  cash  assistance  and  Medicaid  law.   States  are  required 
to  disregard  income  that  comes  from  a  number  of  specific  sources, 
e.g.,  the  cash  value  of  food  stamps,  the  value  of  food  commodities, 
Uniform  Relocation  Assistance  Act  benefits,  payments  to  participants 
in  certain  volunteer  programs,  and  many  others.   With  the  exception 
of  food  stamps  and  food  commodities ,  these  disregards  apply  to  a  very 
small  segment  of  the  population.   Because  they  are  somewhat  obscure, 
it  is  extremely  difficult  for  workers  to  keep  track  of  them.   Fur- 
thermore, because  of  the  lack  of  Federal  guidelines  in  this  area,  it 
is  very  difficult  for  State  staff  and  caseworkers  to  determine  when  a 
client  has  income  which  is,  in  fact,  a  payment  that  can  be  disregard- 
ed.  For  example,  the  regulations  require  States  to  disregard  any 
educational  grants  or  loans  "made  or  insured  under  any  programs  ad- 
ministered by  the  Commissioner  of  Education."   Because  there  are  so 
many  different  types  of  educational  loans  available,  it  is  difficult 
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for  States  to  know  when  a  recipient  has  a  grant  or  loan  which  is 
in  fact  part  of  a  program  administered  by  the  Commissioner  of  Educa- 
tion. 

Social  Security  (Title  II)  Cost-of-Living  Increase  Disregards 

The  1972  Medicaid  amendments  require  States  to  disregard  the 
twenty  percent  cost-of-living  increase  that  was  given  to  all  Title  II 
(Social  Security)  recipients  in  August  1972.*  The  intent  was  to 
protect  current  public  assistance  recipients  from  losing  Medicaid 
eligibility  because  of  the  August  1972  Title  II  increase. 

However  well-intentioned,  this  disregard  has  created  an  enor- 
mous administrative  burden  on  States.**  Except  in  those  few  States 
with  advanced  systems  capabilities,  it  is  extremely  difficult  for 
State  and  local  staff  to  keep  track  of  those  recipients  who  are 
eligible  for  this  particular  disregard.   Workers  have  to  verify 
the  fact  that  the  client  was  receiving  Social  Security  in  August 
1972,  the  amount  of  their  increase  at  that  time,  and  finally, 
whether  or  not  they  were  eligible  for  public  assistance  at  the  time. 
Verifying  payments  made  back  in  1972  is  not  a  simple  task. 

The  recently-enacted  permanent  disregard  of  Title  II  cost-of- 
living  increases  is  yet  another  addition  to  the  list  of  disregards 
that  workers  must  remember  and  calculate.   States  perceive  that 
they  may  have  the  same  problems  administering  it  as  they  have  with 
the  August  1972  disregard. 

4.2.5   Resource  Criteria 

Determining  the  extent  and  nature  of  available  resources  is 
another  area  of  eligibility  that  workers  find  extremely  difficult  and 
time-consuming.   A  considerable  amount  of  worker  time  must  be  spent 
verifying  bank  accounts,  the  cash  value  of  life  insurance  and  burial 
policies,  the  value  of  bonds,  etc.,  since  all  these  must  be  consid- 
ered in  the  resource  assessment  process. 


♦Legislation  subsequent  to  the  1972  amendments  made  this  a 
permanent  disregard. 

**It  is  also  inequitable,  as  discussed  in  Section  3.2.4.2. 
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Establishing  property  ownership  is  another  difficult  part  of 
this  task.   Clients  often  do  not  know  the  extent  of  their  holdings, 
and  so  the  eligibility  worker  must  sort  out  the  client's  affairs. 
In  ascertaining  this  information,  the  worker  often  must  wade  through 
complex  State  property  ownership  laws.   Even  when  clients  can  clearly 
identify  that  they  own  a  specific  piece  of  property,  they  often  do 
not  know  if  the  title  is  clear  or  what  portion  they  own  if  there  are 
other  owners. 

In  many  States ,  the  worker  also  has  to  determine  the  market 
value  of  property  for  AFDC  cases  because  the  State  imposes  a  home- 
stead value  limitation.   If  the  property  value  is  in  excess  of  allow- 
able limits,  the  client  must  put  it  up  for  sale,  and  the  worker  has 
to  verify  that  the  highest  offer  is  accepted.   Because  property  often 
does  not  sell  right  away,  the  worker  has  to  keep  checking  with  the 
client  to  determine  the  property  status. 

Federal  regulations  regarding  resource  levels  per  se  are  gener- 
ally not  problematic  to  States.   The  regulations  set  maximums  on 
allowable  resources,  and  most  States  do  not  feel  constrained  by 
these  maximums.   However,  States  are  very  much  concerned  about  the 
variation  in  resource  criteria  and  definitions  that  exist  across 
Federal/State  transfer  programs.   They  feel  that  the  variation  is 
unnecessary  and  poses  considerable  administrative  difficulties.   De- 
termining available  resources  is  a  complex  and  time-consuming  process 
in  and  of  itself.   But  when  workers  have  to  apply  different  resource 
criteria  for  different  programs,  the  task  becomes  overwhelming. 

4.2.6   Pursuit  of  Third  Party  Liability 

It  is  not  uncommon  for  Medicaid  recipients,  particularly  the 
medically  needy,  to  have  some  form  of  third  party  health  coverage 
that  overlaps  with  Medicaid.   Medicaid  recipients  are  often  eli- 
gible for  health  coverage  through  Medicare,  Veteran's  benefits, 
CHAMPUS,  the  Indian  Health  Service,  Crippled  Children's  Services, 
Maternal  and  Child  Health  Services,  and  private  health  insurance. 
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Private  health  insurance  coverage  has  been  found  to  be  particu- 
larly frequent  among  medically  needy  spend-downers . *  Although 
millions  of  Medicaid  dollars  could  be  saved  if  all  third  party 
coverage  were  utilized,  the  fact  is  that  few  States  seriously 
pursue  third  party  liability.   Although  providers  know  that 
they  are  supposed  to  pursue  third  parties  before  billing 
Medicaid,  State  staff  indicate  that  Medicaid  is  often  the  first 
rather  than  the  last  party  billed. 

There  are  two  reasons  why  States  have  not  been  pursuing  third 
party  liabilities.   First,  the  Federal  regulations  in  this  area  are 
vague.   Second,  the  pursuit  of  third  party  liabilities  is  extremely 
difficult  in  and  of  itself.   Most  States  do  not  have  the  staff  to 
efficiently  pursue  third  parties  before  Medicaid  pays;  and  it  is 
extremely  difficult  to  retroactively  recoup  from  third  parties  after 
Medicaid  has  paid. 

The  Federal  Regulations  Regarding  Third  Party  Pursuit 

The  Federal  regulations  (45  CFR  250.31)  cause  considerable 
problems  in  third  party  liability  pursuit  because  they  do  not 
specify  exactly  what  measures  States  are  required  to  take  in  pur- 
suing third  party  coverage;  the  regulations  only  say  that  measures 
must  be  "reasonable."   Further,  the  regulations  do  not  specify 
the  extent  to  which  eligibility  is  affected  by  the  existence  of 
third  party  coverage.   The  regulations  only  say  that  third  party 
coverage  is  to  be  treated  as  a  resource.   According  to  HEW  inter- 
pretation, however,  third  party  coverage  can  have  a  significant 
effect  on  eligibility  in  the  case  of  spend-downers.   Specifically, 
expenses  covered  by  third  parties  cannot  be  applied  toward  meeting 
the  spend-down  liability.   Many  States  are  not  aware  of  this  re- 
quirement. 

In  addition,  the  Federal  regulations  impede  third  party 
liability  pursuit  because  they  specifically  prohibit  States  from 
withholding  Medicaid  payments  when  third  party  payments  are 


*Urban  Systems   Research  and  Engineering,    Inc.,   Evaluation  of 
Medicaid  Spend-down,    Vol.    I,    for   DHEW ,    Contract  No.    SRS    74-58,    Feb- 
ruary  15,    1976,   pp.    83-103. 
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uncertain  or  delayed.   Hence,  when  third  parties  are  slow  to  settle 
their  liability  and  pay  their  portion  of  the  medical  bill,  Medicaid 
has  to  go  ahead  and  pay  the  entire  bill.   In  such  cases,  the  State  is 
expected  to  seek  reimbursement  later  from  the  third  party.   Once  the 
bill  has  been  paid,  however,  recouping  from  third  parties  is  extreme- 
ly difficult  and  unlikely  to  be  successful. 

Administrative  Problems  Inherent  in  the  Pursuit  of  Third  Parties 

Even  if  the  Federal  regulations  were  clearer,  pursuit  of  third 
party  liability  would  still  be  difficult.   Problems  originate  at  the 
point  of  application  where  the  existence  of  third  party  coverage  must 
be  identified.   If  information  on  the  extent  and  nature  of  third 
party  coverage  is  not  obtained  at  the  point  of  application,  the 
chances  are  minimal  that  the  Medicaid  program  will  ever  be  able  to 
recover  third  party  payments. 

However,  obtaining  third  party  information  at  the  point  of  ap- 
plication has  been  a  low  priority  in  many  States.   While  most  States 
do  inquire  on  the  application  form  about  Medicare  coverage,  many 
applications  do  not  ask  details  about  private  health  insurance  cover- 
age, such  as  carrier  name,  policy  number,  and  type  of  coverage.   The 
problem  is  that  obtaining  third  party  coverage  information  is  not 
considered  to  be  important  in  eligibility  determination,  except  in 
spend-down  cases  where  health  insurance  premiums  can  be  applied 
toward  the  spend-down  liability. 

Unfortunately,  the  real  importance  of  discerning  the  availabil- 
ity of  third  party  insurance  is  for  billing  purposes — outside  the 
case  worker's  aegis.   Accurate  and  complete  third  party  insurance 
information  is  most  expeditiously  and  appropriately  a  task  for  the 
caseworker  as  part  of  the  application  procedures.   Yet  since  the 
insurance  information  is  not  central  to  the  worker's  purpose,  there 
is  a  greater  probability  of  slack  performance  in  this  area  than  in 
collecting  information  on  life  insurance,  for  example,  which  is 
necessary  for  resource  calculations.   Few  workers  are  sensitive  to 
the  fact  that  collecting  information  on  health  insurance  has  pro- 
foundly greater  implications  for  State  (and  Federal)  expenditures. 
In  addition,  workers  often  do  not  understand  how  to  read  health 

4-32 


insurance  policies  well  enough  to  effectively  pursue  the  required 
information  on  coverage. 

In  States  in  which  SSA  determines  eligibility  for  Medicaid, 
difficulties  with  third  party  coverage  are  greatest  because  States 
have  no  control  over  SSA's  data  collection  efforts.   States  can  con- 
tract with  SSA  to  collect  information  on  third  party  coverage  and 
transmit  it  to  them  on  the  SDX.   However,  the  information  provided 
by  SSA  is  only  a  yes/no  indicator.   Even  this  has  often  been  found  to 
be  inaccurate.   States'  understanding  is  that  this  yes/no  third  party 
indicator  is  meant  to  apply  only  to  private  health  insurance  coverage. 
Medicare  information  is  supposedly  transmitted  to  States  on  a  separ- 
ate tape  from  SSA.   Apparently,  however,  SSA  often  marks  a  "yes"  on 
the  third  party  indicator  when  the  recipient  has  only  Medicare.   One 
State,  Wisconsin,  did  a  mail  survey  of  3,500  SSI  recipients  whom  the 
SDX  had  indicated  to  have  some  form  of  health  insurance.   Out  of  over 
3,000  responses,  only  about  seventeen  percent  had  any  form  of  health 
insurance  other  than  Medicare.   Ironically,  States  pay  extra  in  their 
contract  with  SSA  to  get  the  third  party  information,  even  though  it 
is  practically  useless  to  them. 

Michigan*  has  devised  a  workable  system  for  collecting  third 
party  information  at  the  point  of  application.   Each  applicant 
carrying  insurance  must  complete  a  "Medicaid  Questionnaire  and 
Assignment"  form  which  obtains  information  on  the  type  of  insur- 
ance coverage  (see  Exhibit  4-6) .   Workers  are  trained  to  review 
health  policies  and  assist  applicants  in  filling  out  this  form. 
Often  applicants  need  such  assistance  because  they  do  not  under- 
stand the  nature  of  their  own  coverage,  or  they  are  unaware  of 
whether  they  are  insured  by  another  family  member's  policy.   When 
the  form  has  been  filled  out,  workers  are  required  to  verify  the 
information  and  ask  the  applicants  to  formally  assign  third 
party  benefits  over  to  Medicaid. 

Unfortunately,  collection  of  third  party  information  at  the 
point  of  application  is  not  the  only  hurdle  States  face  in  pursuing 
third  party  liabilities.   Most  States  currently  have  no  way  of 


*USR&E  reviewed  Michigan's  Medicaid  program  in  an  earlier  study 
of  the  spend-down  program:   Evaluation  of  Medicaid  Spend-down,  pre- 
pared for  DHEW,  Contract  No.  SRS  74-58,  February  15,  1976. 
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EXHIBIT    4-6:       MICHIGAN    FORM   FOR   COLLECTING    THIRD   PARTY    INFORMATION 


MEDICAID  QUESTIONNAIRE  AND  ASSIGNMENT 


iSlCIPiENT   HJV3EP.         •' 


Pi^-rse  answer  the  following  questions  and  either  Section  I,  Section  il  end  Section  III  iioppli cable. 


IF    ACCIDENT.    WHAT   HAPPENED? 


3.  Where  did  if  occ-jr? 

!         of  v/crk  I     I    automobile 


. 


■ 


/ 

|  IF    ACCi  DENT: 


SECTION 


A* 


P-c 


b.  Police  Department 


*cs  o:^*.*  :zn\  cr  :: 


,.ndeter:nined 


PI   yes  [31  no  ]     undecided 


e.  Other  party's  insurance  corr.pcny  and  address: 


;  r.  Yot, 


co— p:-.-, 


j.  ricva   .  : .  -ece:  <ed  c  s ?"'.-;•—  en t  or  other  benefits?     Exp'3'n 


:-.red  by   c-  a'rorney?  ]    yes       [^J    r.o        If  yes,  give  name  and  address: 


V. 


J 


<~ 


SECTION    II 


IF   INJURY    OCCURED   AT   WORK: 


•.xploin  what  happened 


C2  >*s           *- 

b.  Have  you  m 

□  yes. 

ode  a  cl 
U 

jim  for  compensation  benefits? 
no 

c.  Name  and  address  of  employer: 

: 

s. 

d.  Is  an  attorney  handling                  ^.     If  yes,   fill 
your  claim?    QJyes     □  no       y  (h)  above. 

"J 

SFCTION    II! 

_ , , 

N 

- 

fp  THIRD   PARTY    RESPONSIBLE   FOR  MEDICAL: 

- 

:.   A.-j  ,o-  cr  zr !  ol  yo."  re~.iy  covered  by 

i — i 

medico   :-;yfCnce               '    yes              J    no 

► 

If  yes,    Name  of  company: 

r 

■  r.    Ha;   ;-•.   jrher  perso-  5*3'  ordered  to  furnish  medical 
i       covers?* -o  :-j.  cr-.c-  '.-iirj.-en?    [    |   yes          Q  no 

> 

If  yes,  Name  and  relationship:    (Ex-husband,  wife  child's  fath?r,  mother) 

1 

c   :,.-:.,,.    .hi-*.,.?                                                . 
;i  ':jit    [  ]    probefe           v 

c 

ounty                                                 ik     Date  of  court  order 

d.  Do  you  hove  a  copy 
the  order'  f~|  yes 

!  no 

\ 

«~0/«  '•    trtzzz ." :  z:  the  person  liable 


Name  end  eddress: 


-:  -v-e--- 

Badge  Mumbif 

A  iz  *  * 

Social  Security  Number 

1 
1 

■ 

■7   ".   ".•-     *J"!   ccton  nc'.coscry 

h.  Do  you  authorize  the  Stole  Depar 
in  this  matter  with  the  Certs' 

"merit  of  Sori'j!  Serv 
J    Ves           lTI    rc 

ices  to  oct  in  your  ce'-o  : 

) 

Zl    '.-  '-us   c ,e s'.cn-iaire  v/as  r^nJ  to  rr.S  and  if  is  correct. 
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STREET 


'■  r  A  7  '. 


EXHIBIT   4-6     (cont) 
ASSIGNMENT 


NOTE:     Please   have   recipient   reed   this   assignment   and   make   the  necessary  explanations  to  be  sure  hs 
understands  it. 


i,  (We)  hereby  assign  to  the  State  of  Michigan's  Department  of  Social  Services  my  entire  right  of  recovery 
for  the  cost  of  hospital  and  medical  services  now  or  later  paid  for  by  MEDICAID  or  any  other  State  Agency 
on  my  behalf,  against  any  individual  or  organization  resulting  from  


(ACC./ HOSPITALIZATION) 

MO.  /     DA.  ,'     YR. 


to ,  which  occurred  on  or  about 

(MYSELF.   DAUGHTER.   SON,   ETC.) 

in County;    and  acknowledge  their  right  of  recovery  as  stated  in  the  subro- 


gation provisions  of  applicable  State  and  Federal  laws. 


rs£ss 


RECIPIENT/ PATIENT   SIGNATURE 


The  above  assignment  has  been  read  by/or  to  Mr(s) 

end  (s)he  states  that  (s)he  understands  it.  (S)He  also  acknowledges  that  (s)he  has  an  obligation  to  re- 
imburse the  State  of  Michigan  for  monies  spent  on  his/her  behalf  in  the  event  (s)he  has  a  right  of  recovery 
against  anyone  v/ho  caused  the  accident  or  hospitalization  or  other  medical  expenses. 

/        / 


D^TE  CASEWORKER 
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transmitting  information  on  third  party  coverage  from  the  local  level 
to  the  claims  payment  staff  at  the  State  office  level.   Few  States' 
computer  systems  have  a  data  field  for  this  information,  except 
possibly  for  a  yes/no  indicator.   Without  detailed  information  on 
insurance  coverage,  pursuit  of  third  party  liability  by  State 
claims  payment  staff  is  almost  impossible. 

One  State,  Oklahoma,  is  able  to  transmit  relatively  detailed 
third  party  information  from  the  local  level  to  the  State  office 
because  of  their  sophisticated  computer  system.   The  system  in- 
sures that  caseworkers  collect  third  party  information  at  the 
point  of  application.   On  each  case  information  form,  workers 
are  required  to  record  whether  a  case  member  has  medical/hospital 
insurance  and  the  type  of  insurance.   The  insurance  type  is 
broken  down  by  major  carriers,  i.e.,  Blue  Cross,  Blue  Shield, 
Medicare,  Traveler's,  and  other.   If  the  worker  fails  to  indicate 
information  on  third  party  insurance  (or  the  lack  of  it)  at  the  point 
of  application,  the  computer  will  reject  the  case  form  as  being  in- 
complete.  It  should  be  noted,  however,  that  the  worker  records  only 
what  the  applicant  reports—verification  of  this  information  is 
not  required  when  a  claim  is  submitted.   The  computer  checks  it 
against  the  case  file  information,  and  rejects  all  claims  for 
which  third  party  coverage  is  indicated.   No  claim  is  paid  by 
Medicaid  until  third  party  liabilities  have  been  exhausted. 

Most  States  currently  use  Medicare  information  received  from 
SSA  to  ensure  that  Medicare  benefits  are  utilized  before  Medicaid. 
Other  States  are  planning  to  obtain  tapes  of  recipient  coverage 
from  Blue  Cross/Blue  Shield.   One  State,  Michigan,  is  planning  to 
create  a  data  bank  using   information  obtained  from  local  offices 
in  the  Medicaid  Questionnaire  and  Assignment  Form  (see  Exhibit 
4-6) .   This  file  would  be  integrated  with  the  eligibility  file 
in  the  invoice  processing  cycle  to  flag  invoices  where  third 
party  liabilities  are  involved.   Similarly,  this  file  would  be 
used  to  perform  audits  on  invoices  received,  checking  for  appro- 
priate third  party  billings.   By  integrating  these  controls  into 
the  invoice  processing  cycle  the  State  would  be  effectively  pro- 
tecting itself  from  overpayment,  and  thus  from  the  task  of  col- 
lecting the  liabilities.   The  responsibility  of  collection  would 
thus  be  shifted  back  to  the  providers. 
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4.2.7   Residency  Requirements 

A  State  Medicaid  program  cannot  require  that  a  person  shall  have 
resided  in  the  State  for  any  specified  period  of  time  in  order  to 
qualify  for  Medicaid.   A  State  must  include,  at  a  minimum,  persons  who 
are  residents  of  the  State,  and  non-residents  (at  State  option)  can  be 
included.   According  to  the  Federal  regulations,  a  person  is  a  resi- 
dent if  he  "is  living  in  the  State  voluntarily  with  the  intention  of 
making  his  home  there  and  not  for  a  temporary  purpose."   Furthermore, 
"residence  is  retained  until  abandoned."* 

In  most  cases,  establishing  residency  is  a  simple,  straightfor- 
ward process.   However,  serious  administrative  (as  well  as  equity)** 
problems  occur  with  certain  individuals  who  cannot  establish  an  in- 
tent to  reside  in  one  State,  but  are  considered  to  have  abandoned 
residency  in  another  State.   These  special  cases  are  the  institution- 
alized placed  out-of-State  (including  children) ,  individuals  placed 
in  foster  homes  out-of-State,  individuals  who  become  ill  while  en 
route  to  live  in  another  State,  and  migrants. 

Often,  institutionalized  persons  placed  out-of-State  encounter 
residency  problems  because  the  State  in  which  they  are  institutional- 
ized will  net  accept  their  intent  to  remain;  many  States  will  not 
recognize  an  intent  to  reside  in  such  cases  on  the  grounds  that  insti- 
tutionalized persons  would  return  to  their  home  State  if  they  were  to 
recover.   Meanwhile,  many  institutionalized  individuals  lose  resident 
status  in  their  home  State  because  of  their  long  absences.   Similar 
problems  occur  with  foster  children  who  are  placed  in-State  but  whose 
parents  later  move  out-of-State. 

Regulations  also  do  not  directly  address  the  case  of  the  indi- 
vidual who  leaves  his  home  State  with  the  intention  of  taking  up 
residence  in  another  State  and  becomes  ill  while  en  route  to  the  new 
State.   The  State  which  the  individual  has  left  may  disallow  resident 
status  because  State  residence  has  been  abandoned,  while  the  State  to 
which  the  individual  is  traveling  may  refuse  residency  because  (s)he 
has  not  yet  established  an  intent  to  reside . 


*45  CFR  248.40. 

**See  Section  3.5.6  for  discussion  of  equity  issues  regarding 
residency. 
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Because  the  regulations  are  unclear  about  what  constitutes 
intent  to  reside  and  abandonment  of  residence,  it  is  necessary  for 
States  to  establish  their  own  policies  regarding  residency  and  make 
agreements  among  themselves.   Often  States  have  to  develop  specific 
residency  policies  tailored  to  the  various  States  with  which  they 
interact.   Unfortunately,  State  policies  are  often  incompatible  and 
agreements  break  down.   In  light  of  these  problems,  there  is  an  ob- 
vious need  for  clarification  in  the  Federal  regulations. 

Other  administrative  problems  regarding  residency  occur  when 
individuals  are  placed  out-of-State  in  institutions  which  have  less 
restrictive  licensing  requirements  than  does  their  home  State.   In 
such  cases,  if  the  home  State  continues  to  assume  responsibility  for 
the  recipient's  institutional  costs,  it  is  put  in  a  dilemma;  in  order 
to  allow  recipients  to  receive  needed  care,  the  State  must  forego 
applying  its  licensing  standards.   This  situation  has  occurred, . for 
example,  in  Oklahoma  when  State  residents  were  placed  in  substandard 
facilities  in  Missouri.   Clearly,  more  specific  regulations  are 
needed  to  address  these  issues. 

In  addition,  the  residency  issue  acts  as  a  disincentive  for 
States  to  develop  their  own  institutions.   States  with  a  large  number 
of  good  institutional  facilities  have  experienced  an  influx  of  Medi- 
caid-eligibles  from  other  States  to  their  institutions.   Consequently, 
their  Medicaid  institutional  caseload  is  disproportionately  large 
compared  to  that  of  States  with  a  lesser  number  of  facilities.   In 
effect,  such  States  are  penalized  for  having  good  institutions  because 
they  have  to  pay  the  Medicaid  costs  of  incoming  patients,  while  the 
States  with  few  institutions  are  rewarded. 

4.2.8   AFDC  Four  Month  Continued  Medicaid  Coverage 

The  Federal  statute  requires  States  to  provide  four  months  of 
continued  Medicaid  coverage  to  AFDC  families  who  lose  AFDC  cash 
assistance  eligibility  because  of  increases  in  earned  income  or  hours 
of  employment.   On  the  surface,  this  provision  seems  simple  and 
straightforward.   When  someone  in  a  case  gets  a  job  or  a  pay  raise 
that  renders  the  case  financially  ineligible,  the  eligibility  worker 
simply  terminates  cash  assistance  and  arranges  for  Medicaid  to  be 
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terminated  four  months  later.   However,  two  requirements  must  be  met 
to  insure  the  four  months  of  continued  coverage.   First,  the  worker 
must  determine  that  the  case  continues  to  meet  all  of  the  conditions 
of  eligibility  other  than  those  applying  to  earned  income.   Second, 
the  worker  must  insure  throughout  the  four  month  period  that  someone 
in  the  AFDC  case  is  always  employed.   It  should  be  noted  that  this 
latter  requirement  comes  from  the  Medicaid  statute. 

To  meet  the  first  requirement,  workers  must  do  a  complete  rede- 
termination of  the  case  when  cash  benefits  are  terminated.   States 
that  bother  to  do  this  feel  that  it  is  an  unnecessary  administrative 
burden.   They  feel  that  the  extra  effort  required  is  hardly  worth- 
while because  these  redeterminations  usually  do  not  reveal  any  case 
changes  other  than  earned  income.   Many  States  do  not  seem  to  be 
requiring  their  workers  to  do  the  redeterminations  because  they  do 
not  feel  it  is  necessary  and  are  not  aware  that  it  is  required.* 

To  meet  the  second  requirement,  workers  must  keep  track  of  the 
case  during  the  four  month  period  to  insure  that  someone  in  the  case 
is  always  employed.   Meeting  this  requirement  is  sometimes  difficult 
because  recipients  often  move  to  a  different  county  when  they  get  a 
job.   Many  States  do  not  have  the  systems  capabilities  to  transfer 
case  files  between  county  offices.   Consequently,  clients  who  trans- 
fer from  one  county  to  another  are  not  monitored.   In  fact,  many 
States  do  not  seem  to  monitor  employment  of  four  months  continued 
coverage  cases  at  all.   Program  staff  do  not  feel  it  is  necessary 
because  persons  who  lose  employment  generally  reapply  for  cash  assis- 
tance . 

4.3  Administrative  Problems  Created  by  the  SSI  Program 

On  January  1,  1974,  funding  and  administrative  responsibility 
for  cash  assistance  to  the  aged,  blind,  and  disabled  were  removed  from 
State  agencies  and  placed  at  the  Federal  level  in  the  Social  Security 
Administration.   The  administration  of  Medicaid,  however,  remained 
the  responsibility  of  the  States.   This  division  of  responsibility 
has  caused  tremendous  problems  for  Medicaid  program  administration. 


*See  Section  4.5.1  for  discussion  of  non-compliance  with  AFDC 
four  months  continued  coverage  provision. 
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Since  Medicaid  eligibility  overlaps  with  eligibility  for  cash  assis- 
tance, it  is  critical  that  the  two  programs  operate  in  a  coordinated 
fashion.   However,  since  the  beginning  of  SSI,  coordination  has  been 
a  major  problem.   There  are  inconsistencies  in  policy  between  the 
two  programs  which  have  led  to  conflicting  eligibility  determinations 
by  the  two  agencies.   There  is  also  a  serious  lack  of  administrative 
coordination  between  the  two  agencies,  which  has  added  immeasurably 
to  the  administrative  problems  of  the  Medicaid  program.   Given  that 
one  of  the  major  puropses  of  the  SSI  program  was  to  simplify  programs 
of  assistance  for  the  aged,  blind,  and  disabled,  there  is  consider- 
able irony  in  the  fact  that  SSI  has  made  administering  Medicaid  eli- 
gibility for  those  groups  far  more  complicated  than  it  was  prior  to 
conversion. 

Before  the  SSI  program  went  into  effect,  all  aged,  blind,  and 
disabled  cash  assistance  recipients  were  automatically  eligible  for 
Medicaid;  an  application  for  cash  assistance  automatically  consti- 
tuted an  application  for  Medicaid.   When  cash  assistance  to  adults 
was  federalized  under  the  SSI  program,  questions  remained  as  to  who 
would  determine  Medicaid  eligibility  and  whether  SSI  criteria  would 
be  used  for  Medicaid  eligibility.   It  was  decided  that  States  would 
be  given  three  options:   (1)  SSA  would  determine  eligibility  for 
Medicaid  using  SSI  criteria;  (2)  the  State  would  determine  eligibil- 
ity for  Medicaid  using  SSI  criteria;  and  (3)  the  State  would  deter- 
mine eligibility  for  Medicaid  using  pre-SSI  more  restrictive  criteria. 
At  the  onset  of  SSI,  twenty-seven  States  (including  the  District  of 
Columbia)  chose  Federal  determination  of  eligibility,  nine  States 
chose  State  determination  using  SSI  criteria,  and  fourteen  States 
chose  State  determination  using  State  criteria.*   The  problems  with 
each  of  these  options  are  discussed  below. 

Option  One:   Federal  Eligibility  Determination  Using  SSI  Criteria 

Under  this  option,  known  as  the  "1634  agreement,"**  States  auto- 
matically accept  an  SSI  eligibility  decision  as  a  basis  for  Medicaid 
eligibility.   DHEW  favored  this  option  as  the  easiest  to  administer, 


*Currently,  twenty-eight  States  use  the  first  option;  seven 
States,  the  second  option;  and  fifteen  States,  the  third  option. 
**Refers  to  Section  1634  of  the  Social  Security  Act. 
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the  most  logical,  and  the  most  consistent  with  the  spirit  of  federal- 
ization.  At  the  time  of  conversion,  this  was  the  most  popular  option 
among  States  because  it  appeared  to  free  them  of  considerable  admin- 
istrative burdens  and  substantial  administrative  costs.   However,  in 
practice,  Federal  eligibility  determination  has  not  been  as  simple 
as  had  originally  been  expected. 

In  the  first  place,  it  leaves  to  States  the  responsibility 
of  determining  eligibility  for  the  medical  assistance-only  case- 
load.  These  are  aged,  blind,  and  disabled  cases  whose  eligibil- 
ity for  Medicaid  is  not  directly  linked  to  eligibility  for  SSI. 
These  cases  include  persons  who  would  be  eligible  for  SSI  but 
have  chosen  not  to  apply,  persons  who  would  be  eligible  for  SSI 
except  that  they  are  in  a  medical  institution,  persons  applying  for 
retroactive  Medicaid  coverage,  and  the  medically  needy.   SSA  does 
not  determine  Medicaid  eligibility  for  these  groups  because  their 
eligibility  for  Medicaid  does  not  directly  result  from  eligibility 
for  SSI;  therefore,  these  groups  require  a  special  Medicaid  deter- 
mination that  is  separate  from  SSI  determinations.   The  result  is 
that  1634  States  must  maintain  their  own  eligibility  determination 
staff  for  these  groups. 

Leaving  these  residual  caseloads  to  the  States  creates  duplica- 
tion of  effort.   Duplication  of  effort  occurs  because  States  have  to 
maintain,  train,  and  supervise  a  special  staff  to  apply  SSI  criteria. 
Further,  in  almost  all  of  these  cases,  SSI  handles  some  part  of  the 
determination  process  anyway.   For  example,  in  most  retroactive  cov- 
erage cases,  SSA  would  have  done  a  complete  determination  of  eligi- 
bility for  prospective  coverage,  and  therefore  would  be  knowledgeable 
about  the  case.   For  many  medically  needy  cases,  SSA  would  have  done 
a  financial  determination  of  eligibility  for  SSI  before  referring 
the  case  to  the  State  for  medically  needy  coverage .   For  almost  all 
types  of  cases,  the  SSA  disability  determination  service  handles  dis- 
ability.  Therefore,  for  most  of  the  adult  cases  that  are  left  to 
the  States  for  eligibility  determination,  SSA  is  already  investing 
some  effort  in  acquiring  information. 

In  addition  to  duplication  of  effort,  leaving  a  portion  of  the 
adult  caseload  to  the  States  causes  fragmentation  in  the  Medicaid 
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eligibility  system.   Recipients  now  have  to  deal  with  two  government 
agencies  to  obtain  benefits.   Further,  these  two  agencies  do  not 
interface  well. 

Another  major  problem  with  the  1634  option  is  that  many  States 
object  to  some  of  the  SSI  eligibility  policies.   In  particular,  many 
States  totally  oppose  the  SSI  policy  of  allowing  applicants  to  trans- 
fer assets  to  relatives  and  friends  in  order  to  become  eligible  for 
assistance.   They  also  oppose  the  SSI  policy  of  not  considering 
income  of  spouses  and  parents  when  determining  eligibility  for  a 
recipient  who  is  institutionalized.   Apparently,  many  States  that 
elected  to  use  SSI  criteria  for  Medicaid  eligibility  were  not  com- 
pletely aware  of  these  two  SSI  policies  when  they  chose  this  option. 

A  final  problem  with  the  16  34  option  is  that  States  must  suffer 
the  consequences  of  SSA  errors  in  eligibility  determinations.   Even 
when  an  error  is  made  by  SSA,  States  are  liable  for  their  share  of 
Medicaid  expenditures  made  in  behalf  of  ineligible  recipients. 
Further,  SSA's  error  rates  have  been  much  greater  than  anyone  had 
imagined. 

The  residual  caseload  and  the  objectionable  SSI  criteria,  com- 
bined with  the  high  error  rates,  have  led  two  of  the  three  1634 
study  States  to  have  serious  regrets  about  their  decisions  to  choose 
this  option.   In  contrast,  none  of  the  other  study  States  expressed 
any  regrets  regarding  their  choice  of  options.   This  is  not  to  say, 
however,  that  the  other  two  options  are  not  without  problems. 

Option  Two:   State  Eligibility  Determination  Using  SSI  Criteria 

The  second  option  afforded  to  States,  known  as  the  Title 
XVI  option,*  is  to  use  SSI  criteria  with  State  determination  of 
Medicaid  eligibility.   States  exercising  this  option  are  re- 
quired to  perform  a  separate  determination  of  eligibility  for 
Medicaid  using  the  same  criteria  that  SSI  uses  in  its  determin- 
ations for  cash  assistance.   States  chose  this  option  for  sev- 
eral reasons.   First,  they  did  not  want  to  relinquish  eligibil- 
ity determination  to  an  agency  over  which  they  would  have  no 


''Refers  to  Title  XVI  of  the  Social  Security  Act. 
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control.   Second,  States  recognized  that  even  if  they  elected  to 
have  SSI  determine  eligibility  for  Medicaid,  they  would  still  have 
to  maintain  an  eligibility  staff  to  cover  those  cases  that  SSI  would 
not  handle.   Finally,  some  believed  that  requiring  SSI  recipients  to 
make  a  separate  application  to  the  State  for  Medicaid  eligibility 
would  cut  down  the  number  of  individuals  who  would  actually  apply 
for  Medicaid.   Generally,  requiring  a  separate  application  process 
would  screen  out  those  who  were  not  really  in  need  of  Medicaid. 

The  first  problem  with  the  Title  XVI  option  is  that  it  is,  by 
definition,  a  duplication  of  effort  by  the  States.   It  is  understand- 
able that  States  would  want  to  have  control  over  Medicaid  eligibility 
determinations,  especially  in  light  of  the  inordinately  high  SSI 
error  rates.   However,  when  viewed  from  an  overall  program  perspec- 
tive, the  fact  is  that  there  are  two  public  agencies  engaging  in 
identical  eligibility  determination  activities. 

In  actuality,  the  Title  XVI  study  States  do  not  perform  a  com- 
plete determination  of  eligibility  for  SSI  cases.   Generally,  States 
do  a  cursory  review  of  the  applicant's  financial  status,  and  use 
computer  information  supplied  by  SSA  to  verify  that  the  client  is 
receiving  SSI.   Detailed  documentation  of  financial  and  other  circum- 
stances usually  is  required  only  if  there  are  glaring  indications 
that  the  case  may  be  ineligible.   Nevertheless,  duplication  of  effort 
occurs  to  a  certain  extent. 

The  major  complaint  voiced  by  Title  XVT  States  is  that  certain 
of  the  SSI  policies  are  objectionable.   These  are  the  same  two  poli- 
cies that  trouble  1634  States,  i.e.,  SSI  permissiveness  regarding 
transfer  of  assets  and  SSI's  relative  responsibility  policy  for  the 
institutionalized.   As  in  the  case  of  1634  States,  Title  XVI  States 
did  not  seem  to  be  aware  of  these  SSI  policies  when  they  elected 
this  option. 

There  are  indications  that  some  Title  XVI  States ,  which  are 
supposed  to  be  applying  SSI  criteria,  are  applying  some  of  their  own 
criteria  in  determining  Medicaid  eligibility  for  SSI  recipients.   As 
described  later  in  this  section,  some  States  are  prohibiting  the 
aged,  blind,  and  disabled  from  transferring  assets  in  order  to  become 
eligible  for  Medicaid,  and  some  are  holding  spouses  and  parents  of 
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institutionalized  recipients  financially  responsible  for  the  cost  of 
care.   Both  of  these  policies  conflict  with  SSI  policies. 

It  should  be  stressed  that  States  imposing  these  requirements 
on  SSI  recipients  are  not  necessarily  aware  that  they  are  not  sup- 
posed to  be  doing  so.   As  is  discussed  later  in  this  chapter,  this 
confusion  on  the  part  of  States  about  the  full  implications  of  their 
agreements  with  SSI  pervades  all  aspects  of  program  operations. 

Option  Three :   State  Eligibility  Determination  Using  State 
Eligibility  Criteria 

The  third  option  available  is  for  a  State  to  administer  its 
own  Medicaid  eligibility  determination  and  to  apply  eligibility  cri- 
teria used  by  the  State  before  SSI.   (States  which  choose  this  option 
are  sometimes  referred  to  as  209(b)  States.*)   States  electing  this 
option  may  use  eligibility  criteria  that  were  applied  before  SSI  as 
long  as  the  criteria  were  in  effect  in  January  1972,  and  as  long  as 
they  are  not  more  liberal  than  the  corresponding  SSI  criteria.   Gen- 
erally, States  that  chose  this  option  did  so  to  protect  themselves 
from  the  large  increases  in  program  enrollment  which  were  projected 
for  SSI.   By  using  essentially  the  same  Medicaid  eligibility  criteria 
they  used  before  SSI,  the  States  could  maintain  more  control  over 
Medicaid  program  enrollment. 

Of  all  the  study  States,  the  209(b)  States  seemed  the  most  sat- 
isfied with  their  option.   These  States  are  not  affected  by  SSI's 
transfer  of  assets  and  relative  responsibility  policies.   Also,  they 
do  not  depend  as  much  on  interface  with  SSI  as  do  the  other  States. 
However, the  209(b)  option  is  by  no  means  without  problems. 

Problems  stem  from  the  fact  that  209(b)  States  are  required  to 
disregard  all  SSI/SSP  income  in  determining  Medicaid  eligibility  for 
SSI  recipients  and  must  allow  all  aged,  blind,  and  disabled  appli- 
cants to  spend-down  to  the  State's  categorically  needy  income  level 
whether  or  not  they  are  eligible  for  SSI.**   These  requirements  are 


*Section  209(b)  of  the  Social  Security  Amendments  of  1972 
(PL  92-603)  added  Section  1902(f)  to  the  Social  Security  Act,  allow- 
ing States  to  choose  this  option. 

**I.e.,  medical  expenses  incurred  by  such  applicant  must  be  sub- 
tracted from  total  income  to  determine  countable  income. 
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imposed  on  209  (b)  States  in  order  to  make  Medicaid  more  accessible 
to  SSI  recipients  in  these  States  and  in  order  to  deter  States  from 
electing  to  use  their  own  pre-SSI  eligibility  criteria. 

Those  States  electing  the  209(b)  option  strongly  oppose  the  dis- 
regard of  SSI  income  and  the  spend-down  provisions.   They  feel  the 
mandatory  disregard  of  SSI  income  is  inequitable  because  it  gives 
special  advantage  to  SSI  beneficiaries.   This  provision  also  imposes 
an  administrative  burden  by  adding  to  the  assortment  of  disregards 
that  workers  have  to  keep  track  of  and  include  in  their  calculations. 
Further,  State  officials  feel  that  the  mandatory  spend-down  provision 
is  confusing,  difficult  to  administer,  and  inequitable.   They  feel 
that  the  regulations  do  not  clearly  specify  how  States  should  be 
implementing  this  requirement.   In  particular,  many  States  with  a 
medically  needy  program  are  confused  as  to  how  the  209(b)  spend-down 
relates  to  the  medically  needy  spend-down.* 

Coordination  Between  Medicaid  and  SSI 


In  addition  to  the  problems  inherent  in  particular  State  options 
enumerated  above,  State  Medicaid  agencies  have  found  it  extremely 
difficult  to  coordinate  Medicaid  with  SSI.   Problems  occur  because 
of  conflicts  in  policy  between  the  two  programs  and  because  of  de- 
ficiencies in  administrative  coordination.   Section  4.3.1  will  dis- 
cuss the  major  areas  of  policy  conflicts  between  the  two  programs. 

4.3.1   Inconsistencies  Between  SSI  and  State  Medicaid  Policies 

The  SSI  program  has  brought  into  effect  a  set  of  eligibility 
criteria  which,  in  some  ways,  radically  depart  from  traditional  Medi- 
caid policies  and  in  many  States  actually  conflict  with  State  laws. 
Conflicts  between  SSI  and  State  Medicaid  policies  pose  the  greatest 
problems  in  the  thirty-five  States  which  have  agreed  to  use  SSI  cri- 
teria in  determining  eligibility  for  Medicaid.   At  the  time  that  SSI 


*In  medically  needy  209(b)  States  where  the  benefit  packages  for 
categorically  needy  and  medically  needy  are  identical,  SSI  recipients 
need  spend-down  only  to  the  medically  needy  level,  not  to  the  lower 
categorically  needy  level.   However,  if  the  categorically  needy  bene- 
fits are  broader,  SSI  recipients  in  209(b)  States  can  spend-down  to 
the  categorically  needy  level. 
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began  and  States  were  deciding  whether  to  use  SSI  criteria  for  Medi- 
caid eligibility,  it  seems  that  most  States  were  not  familiar  enough 
with  SSI  policy  to  realize  that  policy  conflicts  existed.   Many 
States  are  still  not  aware  of  the  full  implications  of  SSI  criteria 
on  Medicaid  eligibility  criteria.   As  a  result,  there  exist  today, 
three  years  into  the  SSI  program,  a  number  of  conflicts  between  SSI 
and  State  Medicaid  policies.   This  section  discusses  those  areas  of 
policy  in  which  major  conflicts  occur.   These  include  financial  re- 
sponsibility of  relatives,  transfer  of  assets  prohibitions,  optional 
State  supplements,  continuity  of  eligibility  for  grandfathered  cases, 
the  definition  of  a  child,  and  the  definition  of  a  parent.   Exhibit 
4-7,  which  follows,  summarizes  the  areas  of  inconsistency  between 
SSI  and  State  Medicaid  policies. 

Responsibility  of  Relatives  for  the  Cost  of  Care 

Medicaid  regulations  (45  CFR  248.3)  allow  States  to  hold  spouses 
and  parents*  of  Medicaid  recipients  financially  responsible  for  the 
cost  of  care.   Given  this  authorization,  most  States  have  tradition- 
ally considered  the  assets  and  income  of  responsible  relatives  in 
determining  eligibility  for  medical  and  cash  assistance.   The  SSI 
program  also  considers  the  income  and  assets  of  spouses  and  parents , 
as  long  as  they  are  living  with  the  client.   However,  when  the  client 
lives  apart  from  the  spouse  or  parents,  SSI  no  longer  considers  the 
relatives  financially  responsible  for  the  client. 

This  incompatibility  in  policy  between  the  two  programs  causes 
administrative  problems  in  many  of  the  thirty-five  States  which  have 
elected  to  use  SSI  criteria  in  determining  eligibility  for  Medicaid. 
Conflicts  occur  primarily  with  the  institutionalized. 


♦Parents  are  held  financially  responsible  for  the  cost  of  care 
if  their  children  are  under  age  twenty-one. 
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EXHIBIT  4-7 
SUMMARY  OF  INCONSISTENCIES  BETWEEN  SSI  AND  STATE  MEDICAID  POLICIES 


Incompatibility  between  SSI  and  State  Medicaid  policies  creates   ad- 
ministrative    problems ,   particularly  in  States  which  have  agreed   to 
use  SSI  criteria  in  determining  Medicaid  eligibility . 

Conflicts  occur  in   the  following  areas: 

RELATIVES'  RESPONSIBILITY 

SSI  relatives'  responsibility  policy,  which  considers  parents  re- 
sponsible for  their  minor  children  and  a  spouse  responsible  for 
a  spouse  only  as  long  as  the  spouse  or  child  is  in  the  home,  en- 
courages responsible  relatives  to  place  a  spouse  or  child  in  an 
institution.   Medicaid,  on  the  other  hand,  allows  States  to  con- 
sider relatives'  income  as  available  to  the  recipient,  regardless 
of  the  living  situation. 

Although  Title  XVI  and  1634  States  must  follow  SSI  deeming  policy 
in  determining  Medicaid  eligibility,  they  are  not  precluded  from 
retroactively  recouping  contributions  from  relatives.   This,  in 
effect,  creates  a  "Catch  22"  situation  in  which  an  institutional- 
ized individual  may  be  determined  eligible  for  Medicaid,  but 
his/her  relatives  may  be  required  to  pay  for  the  cost  of  care. 

TRANSFER  OF  ASSETS 
PROHIBITION 

The  SSI  policy  of  allowing  transfer  of  assets  prior  to  applica- 
tion conflicts  with  traditional  practice  in  most  States  and  with 
State  law  in  some  States. 

SSI's  transfer  of  assets  policy  imposes  a  fiscal  burden  on  States 
because  it  removes  the  burden  of  financing  care  from  recipients 
who  could  afford  to  contribute  to  the  cost  of  care,  and  places 
that  burden  entirely  on  State  Medicaid  programs.   Persons  who  re- 
quire institutional  care  benefit  the  most  from  this  eligibility 
loophole,  while  they  pose  the  greatest  expense  for  State  Medi- 
caid programs. 

"MEDICAID  CAP" 

SSI  does  not  impose  a  limit  on  the  amount  a  State  may  choose  to 
provide  as  a  supplement,  while  Medicaid  imposes  an  income  eligi- 
bility "cap"  of  300%  of  the  SSI  benefit  level  for  the  categori- 
cally needy. 

RESIDENCY  REQUIREMENTS 

Medicaid  law  prohibits  States  from  imposing  durational  residency 
requirements,  while  SSI  policy  explicitly  allows  States  to  impose 
durational  residency  requirements  in  their  optional  supplement 
programs . 

STATE-ADMINISTERED 
OPTIONAL  SUPPLEMENTATION 
PROGRAMS 

States  which  administer  a  supplement  themselves  are  not  required 
to  use  SSI  criteria.   Thus,  in  States  which  both  administer  their 
own  supplement  and  have  agreed  to  use  SSI  criteria  for  Medicaid 
purposes,  it  is  possible  that  optional  supplement  eligibility  cri- 
teria may  be  acceptable  for  cash  payment  purposes  but  unacceptable 
for  Medicaid  purposes. 

GRANDFATHERED  CASES 

In  States  which  opt  to  do  redeterminations  for  grandfathered  cases, 
several  problems  arise: 

Many  States  have  no  way  of  readily  identifying  grandfathered  cases 
in  their  files. 

Medicaid  policy  requires  continuity  of  eligibility  for  grand- 
fathered cases,  while  SSI  does  not. 

ACCOUNTING  PERIOD 
DIFFERENCES 

The  income  computation  period  used  in  determining  financial  eli- 
gibility for  SSI  differs  from  that  used  by  most  State  Medicaid 
programs . 
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EXHIBIT   4-7,    cont. 


DEFINITION  OF  A  MARRIED 
INDIVIDUAL 

1 

SSI  recognizes  extralegal  marital  arrangements  for  deeming  purposes, 
while  many  State  Medicaid  programs  use  only  the  legal  definition  of 
a  married  individual  in  determining  eligibility  and  establishing 
responsibi lity . 

SSI  deems  stepparents'  income  to  eligible  household  members,  while 
in  some  States,  the  Medicaid  program  is  statutorily  prohibited  from 
deeming  stepparents'  income. 

DEFINITION  OF  A  CHILD 

SSI  defines  children  as  individuals  under  age  18  or  under  age  22 
if  they  are  in  school,  while  the  Medicaid  statute  defines  children 
as  individuals  under  age  eighteen,  or  under  age  twenty-one  if  they 
are  in  school. 
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A  well-known  court  case,  which  brought  the  conflict  to  the  fore- 
front shortly  after  the  onset  of  SSI,  illustrates  the  nature  of  the 
problem: 


In  North  Dakota,    a  State  which  has   agreed  to   use 
SSI  criteria,   an  elderly  man  named  Efner  Nelson  entered 
a  nursing  home   and  applied  for  Medicaid.     According  to 
SSI  policy,   he  would  be  considered  eligible,   even 
though  his  wife  had  considerable  assets,  because  he  was 
no  longer  living  with  his  wife.      However,    the  State 
denied  him  on   the  grounds   that  Medicaid  regulations 
allowed  the  State  to  hold  spouses  responsible  for  the 
cost  of  care.      The  court  case,   which  lasted  almost   two 
years,  was  never  resolved.      Mr.   Nelson  died  during  the 
process,  and  the  State  decided   to  grant  him  eligibility 
out  of  court.      Although   the  case  did  not   result  in  an 
official   legal   decision,    it   unofficially  established 
the  precedent   that  SSI  deeming  policies  prevail   in 
States  which   have  agreed   to   use  SSI  criteria. 


Following  the  Nelson  court  suit,  HEW  issued  regulations  explic- 
itly requiring  all  States  using  SSI  criteria  to  follow  SSI  deeming 
rules  in  determining  eligibility  for  Medicaid.   Thus,  the  question 
of  which  policy  should  prevail  in  determining  eligibility  has  been 
resolved.   However,  a  major  conflict  remains:   Although  the  new 
regulations  make  it  clear  that  States  must  follow  SSI  deeming  policy 
in  determining  eligibility,  they  do  not  preclude  States  from  retro- 
actively recouping  from  responsible  relatives  the  cost  of  medical 
care  paid  by  Medicaid  in  behalf  of  eligible  recipients.*  This,  in 


*The  preamble  of  the  recently  disseminated  regulations  on  rela- 
tives' responsibility  (to  implement  Sections  1902 (a) (10) (C) (i)  and 
1902(a)  (17)  (D) )  specifically  states  that  "The  regulation  does  not  pre- 
clude States  from  enforcing  laws  to  retroactively  recoup  from  respon- 
sible relatives  medical  assistance  expenditures  paid  by  the  State  on 
behalf  of  eligible  individuals." 
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effect,  creates  a  "Catch-22"  situation  whereby  an  institutionalized 
individual  may  be  determined  eligible  for  Medicaid,  but  the  State 
may  require  responsible  relatives  to  pay  for  all  of  his  medical 
care.   In  a  sense,  a  person  may  be  eligible  but  receive  no  benefits  I 

Clearly,  something  must  be  done  to  make  the  two  programs'  poli- 
cies compatible.   However,  it  should  be  stressed  that  making  Medicaid 
policies  regarding  relatives'  responsibility  conform  to  SSI  policies 
may  serve  only  to  create  further  problems.   While  the  relatives'  re- 
sponsibility policies  of  SSI  are  appropriate  for  cash  assistance  pur- 
poses, many  States  consider  them  highly  inappropriate  for  medical 
assistance,  particularly  with  regard  to  the  institutionalized.   To 
understand  this  situation,  it  should  be  recognized  that  SSA  has  less 
at  stake  in  requiring  relatives  to  contribute  toward  recipient  ex- 
penses.  Specifically,  the  amount  of  cash  assistance  that  is  paid  to 
an  institutionalized  client  is  very  small  (only  $25  a  month  compared 
to  $178  paid  to  an  SSI  recipient  living  outside  an  institution)  be- 
cause it  is  understood  that  most  of  the  client's  maintenance  needs 
are  met  by  the  institution.   However, the  amount  paid  for  the  insti- 
tutionalized recipient's  care  is  considerable.   Medicaid  is  responsi- 
ble for  this  cost,  which  generally  exceeds  $600  a  month.   As  far  as 
SSI  is  concerned,  it  is  hardly  worthwhile  to  pursue  responsible  rela- 
tives to  meet  the  recipient's  cash  needs  of  twenty- five  dollars.   For 
Medicaid,  on  the  other  hand,  substantial  cost  savings  could  be 
achieved  by  requiring  spouses  and  parents  to  contribute  what  they  can 
to  institutional  costs. 

Also,  SSI  has  less  of  a  stake  in  requiring  responsible  relatives 
to  share  in  recipient  expenses  because  SSI  recipients  generally  come 
from  families  with  little  income  or  resources.   The  money  that  could 
be  saved  by  pursuing  responsible  relatives  is  probably  not  worth  the 
administrative  cost  of  pursuit.   Medicaid-only  recipients,  on  the 
other  hand,  particularly  those  who  are  in  nursing  homes,  often  come 
from  middle  and  upper-middle  income  families  who  have  the  finances 
to  contribute  toward  the  cost  of  care.   This  is  because  institution- 
alization is  so  expensive  that  many  middle  and  upper-middle  income 
families  seek  medical  assistance  to  pay  for  it.   Under  current  SSI 
policy,  it  is  not  difficult  for  them  to  qualify. 
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Transfer  of  Assets  Prohibition 

SSI  policy  also  makes  it  easy  for  upper- income  persons  in  nurs- 
ing homes  to  qualify  for  Medicaid  because  it  allows  persons  who  have 
substantial  financial  resources  in  their  own  right  to  transfer  these 
resources  to  relatives  in  order  to  become  eligible  for  assistance. 
Before  SSI,  most  State  Medicaid  programs  did  not  allow  individuals 
to  transfer  assets  without  adequate  remuneration  for  the  purpose  of 
attaining  eligibility.   Many  States  still  have  laws  prohibiting  such 
transfers.   However,  States  which  use  SSI  criteria  in  determining 
eligibility  for  Medicaid  are  not  permitted  to  impose  prohibitions  on 
asset  transfers,  even  for  their  optional  supplement  programs.   Be- 
cause of  traditional  practices  and  State  laws,  several  States  which 
are  supposed  to  be  following  SSI  criteria  for  Medicaid  eligibility 
nevertheless  are  disqualifying  adult  Medicaid  applicants  who  transfer 
assets  in  order  to  become  eligible. 

Even  in  States  which  do  not  use  SSI  criteria  for  Medicaid  eligi- 
bility, i.e.,  209(b)  States,  the  conflict  between  SSI  and  Medicaid 
policy  is  problematic.   For  example,  an  SSI  applicant  who  has  too 
many  resources  to  qualify  for  SSI  may  be  told  by  SSA  that  he  can 
transfer  his  assets  and  become  eligible  for  SSI.   Therefore,  he 
turns  over  his  bank  account  to  his  son,  returns  to  the  Social  Secur- 
ity Office,  and  becomes  eligible  for  SSI.   When  he  applies  for  Medi- 
caid, however,  he  learns  from  the  State  (a  209(b)  State)  that  he 
cannot  qualify  for  Medicaid  because  he  recently  transferred  assets. 
If  he  had  waited  a  few  more  months  to  apply,  using  up  his  resources 
in  the  interim  (but  not  transferring  them) ,  he  could  eventually  have 
become  eligible  for  both  SSI  and  Medicaid.   In  effect,  one  program 
is  encouraging  behavior  that  renders  the  recipient  ineligible  for 
the  other  program. 

In  addition,  SSI's  transfer  of  assets  policy  imposes  a  fiscal 
burden  on  States.   As  mentioned  above,  Medicaid  recipients,  particu- 
larly those  in  nursing  homes,  are  more  likely  than  welfare  recipients 
to  have  financial  resources  because  nursing  home  care  is  so  expensive 
that  even  middle  and  upper-middle  income  persons  are  motivated  to 
get  the  government  to  pay  for  it  if  they  can.   SSI's  transfer  of 
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assets   policy   is   a   fiscal  burden  to   States  because   it   increases 
the   institutional   caseload.      It  removes   the  burden  of   financing 
institutional   care    from  recipients  who   could  afford  to   contribute 
to   the   cost  of   care   and  places   that  burden  entirely  on   States. 

The   fact  that  SSI  deeming  and  transfer  of  assets  policies  have 
been   applied   to  Medicaid  indicates   that  the   impact  of  SSI  policies 
on   Medicaid  may  not  have  been  considered  by  policy-makers.      This 
lack   of   consideration   for   inter-program  impacts   has  pervaded  all 
welfare   reform  efforts   thus    far. 

Optional  State  Supplementation 

SSI  might  have  been  a  fairly  simple  program  if  it  had  not  been 
for  State  supplementation.   SSI  itself  has  nationally  uniform  payment 
levels  and  nationally  uniform  eligibility  criteria.   However,  because 
the  Federal  government  cannot  afford  to  establish  a  uniform  payment 
level  that  would  satisfy  everyone's  needs,  States  are  given  the 
option  to  supplement  the  SSI  grant.*  Further,  States  are  given  the 
option  of  State  or  Federal  administration  of  the  State  supplement. 
Federally  administered  supplements  must  meet  certain  Federal  require- 
ments established  by  SSAj   State-administered  supplements  may  be 
structured  almost  any  way  the  State  chooses,  unless  the  State  also 
wishes  to  extend  Medicaid  coverage  to  recipients  of  its  optional  sup- 
plement (i.e.,  to  those  recipients  who  do  not  otherwise  qualify  for 
Medicaid  coverage) .   If  supplement  recipients  are  to  be  Medicaid- 
eligible,  the  State-administered  supplement  program  must  meet  another 
set  of  criteria  set  forth  in  the  Medicaid  regulations.   These  Medi- 
caid requirements  are  so  complicated  that  few  people  completely 
understand  them — including  the  States,  and  sometimes  even  the  Federal 
officials  who  are  monitoring  the  States. 

In  order  to  analyze  in  greater  depth  the  administrative  problems 
created  by  various  Federal  optional  supplement  policies,  it  is  help- 
ful to  look  first  at  problems  with  the  Medicaid  regulations  in  and 


♦Also,  States  are  required  to  supplement  the  grants  of  certain 

individuals  who  were  "grandfathered"  over  to  SSI  from  the  former 

adult  assistance  programs.   These  individuals  are  discussed  in  the 

next  section. 
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of  themselves.   Following  this,  the  problems  of  conflict  between 
the  Medicaid  regulations  and  the  SSI  regulations  for  federally- 
administered  supplements  are  reviewed.   The  review  is  followed  by 
a  discussion  of  conflicts  between  the  Medicaid  regulations  and  the 
SSI  regulations  for  State-administered  supplements. 

The  Medicaid  Regulations.   States  must  meet  several  Federal 
requirements  if  they  decide  to  extend  Medicaid  to  optional  supplement 
recipients  who  would  not  otherwise  be  eligible.   One  requirement  that 
has  caused  considerable  confusion  is  the  stipulation  that  optional 
supplements  be  made  to  a  "reasonable  classification"  of  persons.   The 
problem  is  that  neither  State  nor  Federal  authorities  knows  exactly 
what  is  meant  by  "reasonable."   The  regulations  help  somewhat  by 
listing  a  few  groups  that  are  considered  reasonable,  i.e.,  the  aged, 
the  blind,  or  the  disabled;  the  aged,  blind,  or  disabled  who  are  in 
domiciliary  care;  and  any  of  the  classifications  allowed  in  the  SSI 
regulations  for  Federal  administration  of  the  optional  supplement. 
If  a  State  wants  to  extend  payments  to  any  other  groups,  HEW  must 
first  decide  whether  these  other  groups  are  in  fact  "reasonable 
classifications."   It  is  not  clear  to  States  on  what  basis  HEW  makes 
these  decisions.   HEW  has  issued  guidelines  on  what  is  not  reason- 
able, i.e.,  "arbitrary  classifications  or  {those}  which  result  in 
inequitable  treatment  of  persons  with  similar  needs."*  However,  this 
definition  hardly  helps  to  clarify  the  issue,  because,  as  was  shown 
in  Chapter  3,  many  of  the  Medicaid  program's  legitimate  coverage 
groups  result  in  inequitable  treatment  of  persons  with  similar  needs, 
and,  thereby,  could  not  themselves  be  deemed  "reasonable." 

Federally-Administered  Optional  Supplements.   Further  prob- 
lems occur  with  the  optional  supplement  because  the  Medicaid 
regulations  are  not  entirely  consistent  with  the  SSI  regulations 
governing  the  optional  supplement.   When  optional  supplements 
are  administered  by  SSA,  they  must  conform  to  a  number  of  Federal 
requirements.   However,  it  is  possible  for  States  to  meet 
Federally  administered  optional  supplement  requirements  while 
not  meeting  Medicaid  optional  supplement  requirements. 


*Medical  Assistance  Manual,  4-30-10,  April  15,  1976,  p.  5 
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First,  SSI  places  no  restrictions  on  the  income  level  a  State 
may  choose  to  set  for  its  optional  supplement  recipients,  while  Medi- 
caid imposes  a  maximum  (referred  to  as  the  "Medicaid  cap")  on  income 
levels  which  are  higher  than  the  SSI  level.   Specifically,  under 
Medicaid  statute,  any  adult  recipient's  gross  income  (without  de- 
duction of  any  disregard)  may  not  exceed  300%  of  the  SSI  benefit 
level.   Thus,  when  a  State  provides  optional  supplement  payments  in 
excess  of  300%  of  the  SSI  benefit,  persons  who  receive  such  payments 
cannot  be  made  eligible  for  Medicaid  as  categorically  needy.   The 
"cap"  applies,  as  well,  when  a  State  establishes  a  separate  eligibil- 
ity level  for  institutionalized  aged,  blind,  and  disabled  recipients 
which  is  higher  than  the  SSI  level. 

The  "Medicaid  cap"  statute  causes  substantial  administrative 
problems.   States  are  responsible  for  assuring  that  they  do  not  claim 
Federal  Financial  Participation  (FFP)  for  Medicaid  coverage  provided 
to  any  person  whose  gross  income  exceeds  the  "cap."   In  order  to 
segregate  this  non-FFP  group,  States  must  "screen  out"  ineligible 
persons  from  the  SSA  list  of  supplementary  payment  recipients.   The 
monitoring  task  is  a  highly  time-consuming,  cumbersome,  and  error- 
prone  procedure.   Most  States  simply  do  not  have  the  computer  capa- 
bility to  flag  the  non-FFP  cases. 

The  "Medicaid  cap"  does  not  prevent  recipients  with  income  above 
the  cap  from  becoming  eligible  in  States  which  allow  recipients  to 
spend-down,  i.e.,  States  with  a  medically  needy  program  and  States 
which  use  more  restrictive  criteria  in  determining  Medicaid  eligibil- 
ity (209(b)  States).   The  "cap"  is  not  a  problem  in  209(b)  States 
because  individuals  are  allowed  to  spend-down  to  the  State's  more 
restrictive  income  level  to  establish  eligibility  as  categorically 
needy.*   In  States  with  a  medically  needy  program,  categorically- 
related  persons  whose  incomes  exceed  the  "cap"  are  allowed  to  spend- 
down  to  establish  eligibility  as  medically  needy. 

A  second  problem  which  can  occur  when  optional  supplements  are 
Federally-administered  involves  durational  residency  reguirements . 
Medicaid  law  prohibits  State  Medicaid  programs  from  imposing  dura- 
tional residency  reguirements.   This  rule  has  been  part  of  the 


*Medical  Assistance  Manual,  4-30-10,  April  15,  1976,  p.  5. 
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Medicaid  program  since  it  was  required  by  a  Supreme  Court  decision 
in  1967.   However,  SSI  policy  explicitly  allows  States  to  impose 
durational  residency  requirements  in  their  optional  supplementation 
programs,  even  when  these  programs  are  Federally-administered.   Thus, 
some  applicants  may  be  ineligible  for  the  State's  optional  supplement 
but  eligible  for  Medicaid  if  they  file  a  separate  application.   Given 
the  great  confusion  in  this  area,  it  would  not  be  surprising  if  such 
an  applicant  never  found  out  that  (s)he  was  eligible  for  Medicaid. 
However,  it  should  be  noted  that,  so  far,  this  is  only  a  hypothetical 
problem.   To  date,  no  State  Supplementary  Program  has  imposed  a  dura- 
tional residency  requirement. 

St ate- Administered  Optional  Supplements.   When  optional  supple- 
ments are  State- administered,  SSI  imposes  practically  no  restrictions 
on  them — only  that  the  supplements  be  based  on  need  and  be  furnished 
by  the  State  or  a  political  subdivision  of  the  State.*  Therefore, 
for  cash  payment  purposes,  a  State- administered  optional  supplement 
may  use  any  eligibility  criteria  the  State  desires.   However,  for 
Medicaid  purposes  the  State's  optional  supplement  program  must  conform 
to  certain  rules.   Because  SSI  has  given  States  free  reign  in  setting 
their  eligibility  policies  for  the  optional  supplement,  and  because 
a  few  States  do  not  understand  the  rules  set  by  Medicaid,  State- 
administered  optional  supplements  sometimes  do  not  conform  to  Medicaid 
regulations. 

A  conflict  between  State  and  Medicaid  optional  supplementation 
policy  occurs  in  States  which  have  agreed  to  use  SSI  criteria  for 
Medicaid  eligibility.   The  problem  is  that  States  which  administer 
their  optional  supplements  are  not  required  by  SSA  to  use  SSI  criter- 
ia in  determining  eligibility  for  the  optional  supplement.   However, 
according  to  Medicaid  policy,  States  which  administer  their  own 
optional  supplements  and  grant  Medicaid  to  supplement  recipients  are 
required  to  use  SSI  criteria  if  they  have  agreed  to  use  SSI  criteria 
for  SSI  recipients.   Thus,  in  States  which  both  administer  their  own 
supplement  and  have  agreed  to  use  SSI  criteria  for  Medicaid  purposes, 


*Section  1612(b)(6)  of  the  Social  Security  Act. 
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it  is  possible  that  optional  supplement  eligibility  criteria  may  be 
acceptable  for  cash  payment  purposes  but  unacceptable  for  Medicaid 
purposes .   What  is  important  to  note  here  is  that  this  type  of  con- 
flict between  State  and  Federal  policy  is  likely  to  occur  because  one 
agency  within  HEW  permits  States  to  run  their  programs  in  a  way  that 
another  agency  within  HEW  prohibits . 

States  which  have  agreed  to  use  SSI  criteria  for  Medicaid  eligi- 
bility of  SSI  recipients  often  are  not  aware  that  they  must  use  SSI 
criteria  in  determining  Medicaid  eligibility  for  their  State-adminis- 
tered optional  supplements  as  well.   Frequently,  these  States  will 
impose  a  transfer  of  assets  prohibition  and/or  a  relative  responsi- 
bility rule  on  optional  supplement  recipients,  both  of  which  conflict 
with  SSI  eligibility  criteria.* 

Resolving  the  conflict  between  SSI  and  Medicaid  policy  regarding 
State-administered  supplements  is  not  a  simple  matter.   SSI  does  not 
place  any  restrictions  on  State- administered  supplements  because 
these  supplements  are  completely  State- funded.   On  the  other  hand, 
extending  Medicaid  to  optional  supplement  recipients  does  involve 
Federal  funds.   Therefore  it  is  logical  that  HEW  should  regulate 
Medicaid  eligibility  for  optional  supplement  recipients. 

The  Grandfather  Clause 


Another  provision  of  the  SSI  program  which  States  are  finding 
difficult  to  administer  is  the  grandfather  clause.   The  SSI  legisla- 
tion requires  States  to  "grandfather-in"  certain  groups  of  people  who 
would  have  lost  cash  and/or  medical  assistance  benefits  under  SSI. 
As  grandfathered  cases,  these  individuals  continue  to  be  measured 
against  pre-SSI  State  cash  and  medical  assistance  eligibility  criter- 
ia to  prevent  them  from  being  hurt  by  SSI  policies  which  are  more 
restrictive  than  pre-SSI  policies. 

Redeterminations  for  grandfathered  cases  may  be  carried  out  by 
either  the  States  or  the  Social  Security  Administration.   When  States 
opt  to  do  redeterminations  for  grandfathers,  several  problems  occur. 


*Policy  conflicts  between  SSI  and  Medicaid  relative  responsibil- 
ity and  transfer  of  assets  policies  are  discussed  in  more  detail  in 
the  preceding  two  sections. 
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First,  many  States  have  no  way  of  readily  identifying  (flagging) 
grandfathered  cases  in  their  files.   As  a  result,  many  grandfathered 
cases  are  not  being  redetermined  according  to  pre-SSI  eligibility 
criteria,  ,but  rather  are  being  treated  just  like  other  SSI  recipi- 
ents. 

Second,  there  are  conflicts  between  SSI  and  Medicaid  policies 
as  to  whether  grandfathered  cases  can  be  intermittently  eligible. 
Title  XIX  regulations  require  that  States  impose  a  test  of  continuity 
in  determining  grandfather  status  for  medically  needy  recipients, 
while  SSI  rules  require  that  they  waive  the  continuity  requirement 
for  cash  assistance  cases  if  the  grandfathered  status  changes  only 
temporarily.   This  inconsistency  causes  unnecessary  confusion. 

Accounting  Period  Differences 

Another  source  of  problems  in  SSI  and  Medicaid  policies  is 
the  fact  that  the  income  computation  period   used  in  determining 
financial  eligibility  for  SSI  differs  from  that  used  by  most 
State  Medicaid  programs.   Financial  eligibility  for  SSI  is  deter- 
mined on  the  basis  of  quarterly  income.   Thus,  a  person  whose 
income  for  three  months  is  within  the  SSI  income  limit  is  deter- 
mined financially  eligible  for  SSI,  even  though  his  income  for 
one  of  the  three  months  of  the  accounting  period  may  exceed  one- 
third  of  the  quarterly  limit.   On  the  other  hand,  States  may  deter- 
mine financial  eligibility  for  Medicaid  for  a  period  of  up  to  six 
months.   Given  this  flexibility,  most  States  have  chosen  to  determine 
Medicaid  eligibility  on  a  monthly  basis.   In  such  cases,  income  is 
considered  to  be  available  to  the  individual  in  the  month  the  income 
is  received.   Thus,  in  a  State  where  the  Medicaid  accounting  period 
conflicts  with  that  of  SSI,  a  recipient  with  fluctuating  income  could 
be  determined  ineligible  for  Medicaid  for  a  month  in  which  he  is 
eligible  for  and  receiving  SSI  benefits. 

The  difference  in  income  computation  periods  causes  difficul- 
ties particularly  in  States  which  use  SSI  criteria  in  determining 
Medicaid  eligibility  but  do  their  own  eligibility  determinations. 
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Definition  of  a  Married  Individual 

Problems  in  the  area  of  deeming  (in  addition  to  ones  noted 
earlier  in  this  section)  are  caused  by  inconsistencies  in  the  way 
SSI  and  Medicaid  define  a  married  individual.   SSI  recognizes  extra- 
legal marital  arrangements,  i.e.,  persons  "holding  themselves  out  to 
the  community  as  man  and  wife,"  for  deeming  purposes,  while  many 
States  use  only  the  legal  definition  of  married  individuals  in  the 
Medicaid  program.   Further,  SSI  treats  stepparents  as  family  members 
in  determining  eligibility  and  deems  stepparents'  income  to  eligible 
household  members.   In  some  States,  there  is  no  legal  precedent  for 
this  policy,  and  in  fact,  some  State  laws  specifically  prohibit 
deeming  of  stepparents'  income.   This  policy  conflict  causes  adminis- 
trative concern.   Staff  for  both  SSA  and  Medicaid  must  learn  two 
different  approaches  to  defining  a  family  unit  if  they  are  to  under- 
stand each  agency's  policies. 

Definition  of  a  Child 

Lastly,  SSI  and  Medicaid  differ  in  defining  who  is  a  child.   For 
purposes  of  eligibility,  SSI  defines  children  as  individuals  under 
eighteen,  or  under  age  twenty-two  if  they  are  in  school.   The  Title 
XIX  statute,  however,  requires  that  State  Medicaid  programs  define 
children  as  individuals  under  age  twenty-one.   This  definitional 
conflict  results  in  administrative  difficulties  because  it  con- 
fuses workers,  and  it  creates  potential  for  conflicting  eligibility 
determinations . 

4.3.2   Coordinacion  Problems  Between  State  and  SSA  Operations 

Before  SSI,  when  cash  assistance  and  Medicaid  were  both 
handled  by  one  agency,  administrative  coordination  between  the 
two  programs  was  not  a  major  issue.   An  application  for  cash  as- 
sistance automatically  constituted  an  application  for  Medicaid, 
both  programs  were  usually  handled  in  one  local  welfare  office, 
and  recipients  were  generally  assigned  one  eligibility  worker 
who  handled  all  aspects  of  their  case. 
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When  SSI  went  into  effect,   most  adult  cash  assistance 
functions  and  some  of  the  administrative  functions  of  the  Medi- 
caid program  were  taken  over  by  the  Social  Security  Administration. 
However,  pieces  of  both  programs  remained  with  the  States.   Al- 
though the  extent  to  which  States  are  still  administering  Medicaid 
eligibility  determination  depends  on  the  administrative  option 
they  chose,*  all  States  at  least  determine  eligibility  for  the 
medical  assistance-only  caseload,  and  all  States  still  certify  SSI 
recipients  and  pay  their  medical  claims . 

The  fact  that  Medicaid  and  cash  assistance  eligibility  have  been 
separated  administratively  under  SSI  while  their  policies  remain 
linked  has  made  the  operation  of  the  programs  greatly  dependent  upon 
coordination  between  the  Social  Security  Administration  and  fifty 
State  welfare  agencies.   Unfortunately,  however,  needed  coordination 
is  not  occurring.   In  particular,  it  seems  as  though  HEW,  in  planning 
SSI  operations ,  did  not  give  enough  consideration  to  the  impact  of 
SSA  operations  on  Medicaid.   Because  Medicaid  eligibility  usually 
depends  on  cash  assistance  eligibility  or,  at  the  least,  on  categori- 
cal eligibility,  State  Medicaid  agencies  are  very  dependent  on  the 
Social  Security  Administration  for  that  agency's  decisions  regarding 
cash  assistance  and  categorical  eligibility.   However,  the  Social 
Security  Administration  has  not  been  meeting  the  States'  needs  for 
information  on  decisions  that  affect  Medicaid  eligibility. 

The  data  that  SSA  sends  to  the  States  is  often  inaccurate ,  un- 
timely, and  sometimes  difficult  to  decipher.   Furthermore,  SSA's 
eligibility  decisions  upon  which  States  depend  in  making  Medicaid 
eligibility  decisions  are  often  inaccurate  and  untimely.   Referrals 
from  SSA  to  State  Medicaid  agencies  also  reflect  a  lack  of  priority 
on  the  part  of  SSA  for  making  appropriate  referrals  to  Medicaid. 
Finally,  States  have  problems  communicating  with  Social  Security 
Administration  field  offices. 


*See  Section  4.3  for  a  description  of  the  three  administrative 
options . 
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Why  the  Social  Security  Administration  has  failed  to  meet 
States'  needs  for  Medicaid  determinations  is  not  clear.   If  it  is  a 
lack  of  priority  for  Medicaid,  then  it  is  a  foolish  sense  of  priori- 
ties because  Medicaid  costs  the  Federal  government  just  as  much  as 
SSI.   If  it  is  because  SSA  considers  Medicaid  to  be  a  State  respon- 
sibility, this  attitude  is  also  misguided  because  Medicaid  is  still 
very  much  linked  to  cash  assistance. 

In  this  section,  specific  problems  of  coordination  between  the 
two  agencies  are  analyzed..  Exhibit  4-8  following  this  page  summar- 
izes these  problem  areas. 

The  SDX 

Because  SSA' s  decisions  regarding  SSI  eligibility  often  affect 
Medicaid  eligibility,  States  are  extremely  dependent  upon  the  infor- 
mation that  SSA  provides  to  States  regarding  the  status  of  SSI  re- 
cipients.  Unfortunately,  the  data  file  that  SSI  regularly  sends  to 
States,  called  the  State  Data  Exchange  (SDX),  is  often  inaccurate, 
untimely,  and  difficult  for  States  to  decipher.   Further,  SSA  has 
not  provided  States  with  sufficient  training  in  the  use  of  the  SDX. 

Before  going  into  detail  about  the  problems  States  are  having 
with  the  SDX,  it  is  necessary  to  briefly  describe  the  nature  of  the 
SDX  and  its  function  to  States.   The  SDX  consists  of  a  file  on  each 
SSI  client  which  contains  all  of  the  information  shown  in  Exhibit 
4-9.   The  tape  is  built  from  the  SSI  master  file  (called  the  Supple- 
mental Security  Record) ,  and  is  transmitted  to  the  States  weekly  by 
special  mail.   States'  degree  of  dependence  on  the  SDX  for  their 
Medicaid  operations  varies  according  to  which  administrative  agree- 
ment they  have  with  SSA  regarding  Medicaid  eligibility.   Similarly, 
the  extent  to  which  problems  with  the  SDX  cause  problems  in  State 
Medicaid  operations  also  depends  on  the  administrative  agreement 
the  State  has  with  SSA  regarding  Medicaid  eligibility. 
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EXHIBIT  4-8 
COORDINATION  PROBLEMS  BETWEEN  STATE  AND  SSA  OPERATIONS 


THE  STATE  DATA  EXCHANGE 
(SDX) 


COORDINATING  SSA  AND  STATE 
DISABILITY  DETERMINATION 


INFORMATION  EXCHANGE 


REFERRALS 


Medicaid  eligibility  workers  are  not  sufficiently  well-trained  in 
the  use  of  the  SDX. 

SSA  often  includes  records  in  the  SDX  that  are  either  known  to 
contain  errors  or  whose  eligibility  status  is  uncertain;  States 
must  take  risks  in  using  these  records. 

The  suspense  codes  used  on  the  SDX  are  confusing;  because  they 
do  not  clearly  distinguish  between  case  suspension  and  termina- 
tion, it  is  difficult  for  States  to  determine  if  SSA's  reasons 
for  suspending  a  case  are  ones  which  affect  Medicaid  eligibility. 

Serious  time  lags  occur  in  transmittal  of  SDX  data. 

The  SDX  lacks  certain  information  that  SSA  has  and  that  States 
need  in  determining  Medicaid  eligibility. 

The  SDX  does  not  contain  adequate  data  on  third  party  liability. 


SSA  is  sometimes  very  delayed  in  making  its  disability  decisions; 
these  delays  hold  up  processing  of  Medicaid  applications  filed 
by  disabled  clients. 

Because  of  SSA  delays.  States  are  put  into  the  position  of  having 
to  make  presumptive  disability  decisions  at  the  risk  of  retroac- 
tive denial  of  FFP. 

Sometimes  there  are  conflicts  between  SSA  and  State  disability 
decisions. 

Considerable  duplication  of  effort  occurs  because  two  different 
agencies  (SSA  and  State  Medicaid  agencies)  are  involved  in  de- 
termining disability;  in  some  cases,  both  agencies  must  determine 
disability  for  the  same  case. 


States  have  experienced  considerable  difficulties  trying  to  work 
out  satisfactory  procedures  for  exchanging  medical  information 
with  SSA's  Disability  Determination  Units. 


States  feel  that  the  primary  means  of  information  exchange,  the 
use  of  "1610"  request  forms,  is  unsatisfactory  because  response 
from  SSA  is  erratic. 

Inadequate  liaisons  exist  between  SSA  and  Medicaid  at  the  Fed- 
eral, State  and  local  levels. 


Often,  SSA  claims  representatives  do  not  have  the  time  and  are 
not  familiar  enough  with  Medicaid  policies  to  make  appropriate 
referrals . 

SSA  has  not  yet  developed  notification  letters  to  SSI  appli- 
cants which  make  appropriate  referrals  to  Medicaid.   Specifically: 

Title  XVI   States  object  to  the  fact  that  the  letter 
SSA  sends  to  accepted  applicants  implies  that  they  should 
apply  for  Medicaid,  regardless  of  current  medical  need;  the 
States  feel  that  only  those  persons  with  current  medical 
need  should  be  urged  to  apply . 

In  1634  States  with  a  medically  needy  program,  SSA  tells 
denied  applicants  that  the  State  Medicaid  office  will  con- 
tact them  directly  to  explore  Medicaid  eligibility,  yet 
SSA  does  not  apprise  the  State  of  when  and  to  whom  these 
letters  are  sent.   Thus,  application  is  left  entirely  to 
the  client's  initiative. 
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EXHIBIT  4-8,  cont. 


REFERRALS,  Cont. 

SSA's  letter  to  denied  SSI  applicants  in  209(b)  States  makes 
a  blanket  referral  to  the  State  Medicaid  program,  regardless 
of  the  reason  for  SSI  denial;  yet,  in  no  case  is  it  appropri- 
ate to  make  a  Medicaid  referral  for  a  client  who  is  denied  SSI 
because  of  inability  to  establish  categorical  eligibility. 

Referral  letters  and  often  SSA  staff  do  not  impress  upon 
potential  Medicaid  eligibles  the  need  for  timely  applica- 
tion to  the  Medicaid  program  because  of  the  three  month 
limitation  on  retroactive  coverage. 

PROBLEMS  IN  HANDLING 
THE  INSTITUTIONALIZED 

SSA  faces  a  number  of  problems  internal  to  its  operations  in  re- 
ducing the  SSI  benefit  level  for  institutionalized  cases. 

States  have  problems  in  applying  excess  income  to  the  cost  of 
care  when  SSI  benefits  are  not  promptly  terminated  or  reduced  for 
the  institutionalized.   In  the  absence  of  Federal  guidelines,  SSA 
and  State  Medicaid  agencies  are  confused  about  their  proper  roles 
and  the  proper  procedures  to  be  used  in  processing  newly  institu- 
tionalized cases. 

Federal  regulations  are  unclear  about  who  should  monitor  trie 
personal  needs  allowance  and  about  how  it  should  be  done. 
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EXHIBIT  4-9 
DATA  CONTAINED  IN  THE  SDX  RECORD 


Field  Data  Elen-.ent 

Record  Length 

Record  Identification  Code 
s      Transaction  Code 
I  Social  Security  Number  (SSN) 

j      Title  II  Claim  Account 

Number  (CAN) 
5      Haster  File  Type  Code 

7  Individual ' s  Name 
Surname  (19) 
First  Name  (10) 
Middle  Initial  (1) 

8  Sex  Code 

9  Race  Code 

10  Date  of  Si rth 

11  First  Line  of  Address  Code 

12  Number  of  Lines  in  Payee's 

Name  anc  Address 

13  Payee  Name  and  Mailing  Address 

14  Payee  ZIP  Code 

15  Payee  State  and  County  Code 

16  First  Line  of  Recipient's  Name 

17  Current  SSI/SS  Eligibility  Cate 

18  SSI  Monthly  Assistance  Amount 

19  Conditional  Payment 

20  Advance  Payment 

21  Title  II  Monthly  Benefit  Amount 

(MSA) 

22  MSR  Ledger  Account  File  (LAF) 

Code 

23  State  Benefit  Amount 

24  Special  Needs  Code  (Other  than 

Essential  Person) 

25  State  Conversion  Living  Arrangement 

Code 

26  State  Supplement  Effective  Date 
27a      December  1973  Federal  Countable 

Income  (FCl)  Source  Code 
27b      December  1973  Federal  Living 

Arrangement  Code 
27c      Disclosure  indicator 
27d      Cross-Ref erence  Indicator 
27e      Al ien  Ind  icator 
23       Medicaid  Effective  Date 

29  Payment  Status  Code 

30  Disability  Payment  Code 

31  Onset  -  Disability/Blindness 

32  Drug  Addiction  or  Alcoholic 

Identification  Code 

33  Date  of  Application 

34  SSI  Living  Arrangement  Code 

35  Denial  Code 

36  Date  of  Denial 

37  Date  of  Death 


Field 

38 
39 

4o 
41 
42 

43 

44 

45 

46 
47 
43 
49 
50 
51 
52 
53 

54 
55  ' 


56 
57 


Address 

ZIP  Cods 

State  and  County 


58 


59 

60 
61 
62 
63 

64 

65 
66 

67 
68 
69 
70 
71 
72 

73 


Data  Element 

Marital  Status  Code 

Number  of  Lines  in  Residence 

Address 
Res  idencs 
Res  idencs 
Res  idencs 

Code 
Third  Party  Insurance 

Indicator 
Retroactive  Medicaid  Indicator 
Next  Scheduled  Redetermination 

Date 
Medicaid  Eligibility  Code 
Essential  Person 
Appeals  Flag 
Record  Source  Cods 
Welfare  Identification  Number 
Record  Processing  Date 
Minimum  Income  Level  (MIL) 
Minimum  Income  Level  (MIL) 

Ind  icator 
The  SSN  of  the  El igible 

Spouse,  Parent  No.  1 
The  Welfare  Identification 

Number  of  the  Eligible 

Spouse 
The  SSN  of  the  Parent  No.  2 
The  SSN  of  the  Essential 

Person,  or  Eligible 

Individual 
The  Welfare  Identification 

Number  of  the  Essential 

Person 
Representative  Payee  Selection 

Date 
Custody  Code 
Guardian  Status  Cede 
Type  of  Payee  Code 
Net  Countable  Earned  Inccf.e 

A/raunt 
Net  Countable  Unearned  Income 

Amount 
SSN  Correction  Indicator 
State  and  County  Code  of 

Reimbursement 
Deemed  Income  Amount 
Multiple  SSN  Indicator 
Individual 's  Mul ttole  SSN 
Date  Residency  3egan 
Head  of  Household  Indicator 
State  and  County  Code  for 

Supplementation 
Separation  Date 
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113 

Unmatched  Middle  Initial 

114 

Invalid  or  Unmatched  Sey 

Alert 

115 

Inconsistent  State  Code  , 

116 

Incomplete  Hatch  on  Sum, 

Alert 

117 

Blank 

Vehicle: 

- 

Li  fe  1  nsurance 

- 

Income  Producir 

- 

Other 

r  i 

es  -  for  Unearns 

EXHIBIT  4-9 ,  Cont. 
DATA  CONTAINED  IN  THE  SDX  RECORD 

Field  Data  E!er".-nt  Field  Data  Element 

74  Type  of  Last  Transaction 

75  Date  of  Last  Transaction 

76  December  1373  Federal  Countable 

I ncome 

77  SSI  Eligibility  Amount 

78  Originating  Office  Code 

79  Resource  Code  -  House 

80  Resource  Code 

81  Resource  Code 

82  Resource  Code 
Property 

83  Resource  Code 

84  Number  cf  Entr 

Income 

85  Unearned  Income  Type  Code 

86  Unearned  Income  Start  Date 

87  Unearned  Income  Stop 

88  Unearned  Income  Amount 
83       Unearned  Income  Frequency 

90  Claim/ Identi ficat ion 

91  Unearned  Income  Validation  Code 

92  Earned  Income 

93  Earned  Income  Wage  Estimate 

94  Net  Sel f -Employment  Income 

Estimate 

95  Work    Expenses    (Blind    Only) 

96  Earned    Income   Exclusion    (Under 

an  Approved    Plan) 

97  Current  Overpayment  Balance 

98  Blank 

99  Overpayment  Rate  of  Recovery 

100  Underpayment  Amount 

101  Penal ty  Counter 

102  Student  Indicator 

103  Optional  State  Supplement 

Living  Arrangement  Code 

104  Rol lback  Code 

105  State  Code  at  Conversion 

106  Assistance  Reimbursement  Status 

Code 

107  Discrepancy  Cods 

108  State  Supplement  Eligibility 

Amount 

109  Unearned  Income  Overflow 

Ind  icator 

110  Current  State  Supplement  Amount 
Ilia      January  1974  Income  Follow-Up 

I nd  i  ca tor 
111b      State  Optional  Payment  Code 
112       Invalid  or  Unmatched  Date  of 

Bi  rth  Alert 
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States  which  are  most  dependent  on  the  SDX  are  those  States 
which  have  opted  for  Federal  determination  of  Medicaid  eligibil- 
ity, i.e.,  1634  States.   In  1634  States,  an  application  for  SSI  is 
also  an  application  for  Medicaid.   Thus,  an  individual  whose 
name  appears  on  the  SDX  is  to  be  automatically  considered  eligi- 
ble for  Medicaid;  no  further  verification  of  that  individual's 
eligibility  status  should  be  required.   Theoretically,  when  the 
State  sees  the  individual's  name  on  the  SDX  as  an  SSI  recipient, 
it  sends  the  recipient  a  Medicaid  card  and  begins  paying 
his  medical  bills.   However,  1634  States  often  have  experienced 
considerable  problems  with  the  accuracy  and  usefulness  of  the 
SDX  tapes.   When  this  happens,  these  States  have  to  rely  on 
direct  exchange  of  information  with  SSA  district  offices  to  con- 
firm or  clarify  portions  of  SDX  data.   Because  of  Privacy  Act 
restrictions  on  information  exchange,  some  States  also  do  their 
own  verification  of  at  least  a  portion  of  the  information  contained 
in  the  SDX.   In  fact,  one  of  the  1634  study  States  has  gone  so  far  as 
to  require  all  SSI  recipients  seeking  a  Medicaid  card  to  provide 
proof  that  they  are  in  fact  receiving  SSI.   Obviously,  this  activity 
costs  the  State  a  great  deal  more  administrative  effort  than  was 
ever  intended  under  the  1634  agreement. 

Usage  of  the  SDX  varies  among  States  which  determine  Medicaid 
eligibility  themselves,  i.e.,  Title  XVI  and  209(b)  States.   Generally, 
States  which  use  SSI  criteria  are  more  dependent  on  the  SDX  than 
States  which  use  their  own  criteria.   Some  States  which  use  SSI  cri- 
teria depend  on  the  SDX  almost  entirely  for  Medicaid  eligibility 
determinations.   They  grant  Medicaid  eligibility  to  everyone  who 
appears  on  the  SDX  as  an  SSI  recipient  unless  there  is  some  aspect 
that  looks  suspicious,  in  which  case  they  perform  independent  verifi- 
cation of  the  data. 

At  the  very  least,  States  use  the  SDX  to  confirm  what  they 
already  have  learned  about  the  case  in  their  own  determinations; 
however,  inaccuracies  and  confusion  in  SDX  coding  can  disrupt 
the  verification  process  considerably. 

All  States  seem  to  use  about  the  same  data  elements  from  the 
SDX.   Out  of  all  the  data  elements  on  the  SDX  listed  in  Exhibit  4-9, 
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States  tend  to  use  only  a  small  subset  of  data  elements.   These  are 
the  name  and  address,  the  current  payment  status,  the  SSI  payment 
amount,  the  Social  Security  number,  the  Title  II  claim  account  num- 
ber, the  disability  status  code,  the  Title  II  monthly  benefit  amount, 
the  denial  code ,  and  sometimes  the  third  party  and  the  retroactive 
Medicaid  indicators. 

Specific  Problems  with  the  SDX.  When  SSI  first  began,  the  most 
glaring  problem  with  the  SDX  was  inaccuracy  in  the  data.  Although 
over  the  past  three  years  substantial  improvements  have  been  made  in 
increasing  the  accuracy  of  the  data,  problems  remain.  The  greatest 
problem  is  the  fact  that  State  and  local  Medicaid  staff  have  not  re- 
ceived sufficient  training  in  the  use  of  the  SDX.  As  a  result,  they 
often  use  SDX  data  incorrectly  or  avoid  using  it  altogether. 

Interpretation  of  SDX  suspense  codes  is  particularly  problem- 
atic.  Compounding  the  problem  of  lack  of  training  in  interpretation 
of  these  codes  is  the  fact  that  they  are  confusing  in  themselves. 
Suspense  codes  are  used  by  SSA  both  when  cases  are  temporarily  sus- 
pended and  when  they  are  terminated.   However,  they  do  not  clearly 
distinguish  between  these  two  events.   Medicaid  coverage  requirements 
vary  according  to  the  cause  of  suspended  payment  and  according  to 
whether  the  State  has  opted  to  cover  persons  in  certain  non-payment 
categories.   Therefore,  it  is  important  for  States  to  know  why  a 
case  has  been  suspended.   For  example,  a  case,  may  be  suspended  be- 
cause SSA  has  no  way  of  knowing  where  to  send  the  SSI  check.   In 
either  of  these  two  non-payment  status  cases,  the  recipient  would 
still  be  eligible  for  Medicaid.   However,  the  suspense  codes  provide 
little,  if  any,  clue  to  the  reason  for  the  recipient's  non-payment 
status.   Thus,  it  is  difficult  for  States  to  determine  if  SSA' s  rea- 
sons for  suspending  a  case  are  ones  which  affect  Medicaid  eligibil- 
ity.  In  their  confusion,  States  often  provide  Medicaid  inappropri- 
ately to  suspense  code  cases. 

Another  problem  related  to  the  suspense  code  issue  is  SSA's  use 
of  the  T-30  code.   Apparently,  the  T-30  code  is  often  used  for  sus- 
pension purposes  when  there  is  a  change  in  the  case  that  necessitates 
the  rebuilding  of  the  file.   For  example,  if  one  member  of  an  eligible 
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couple  dies,  SSA  will  use  the  T-30  code  to  terminate  the  case  in 
order  to  rebuild  the  file  as  a  single  person  case.   However,  the  use 
of  this  code  will  trigger  a  temporary  termination  for  both  individ- 
uals.  The  same  problem  occurs  when,  for  example,  an  ineligible 
spouse  becomes  eligible.   States  cannot  be  sure  when  the  T-30  code 
has  been  used  for  these  purposes .   In  order  to  deal  with  this  uncer- 
tainty, one  State  carries  T-30  cases  for  sixty  days  after  termina- 
tion to  allow  for  the  possibility  that  SSA  is  rebuilding  the  files. 
Second-guessing  SSA  in  this  way  should  not  be  necessary. 

The  problems  States  encounter  in  interpreting  SDX  suspense  codes 
would  be  greatly  eased  by  efforts  to  solve  the  larger  problem  of 
inadequate  training  in  the  use  of  the  SDX.   Additionally,  States 
would  like  SSA  to  use  fewer  suspense  codes  (they  currently  use  fifty- 
four)  and  to  introduce  use  of  well-defined  termination  codes. 

Aside  from  the  issue  of  suspense  codes,  there  are  numerous  other 
aspects  of  SDX  data  which  States  object  to.   In  particular,  SSA  often 
includes  in  the  SDX  records  that  are  known  by  SSA  to  contain  errors. 
These  records  are  tagged  with  an  indicator  as  "discrepant."   One  of 
the  study  States  noted  that  they  receive  10,000  discrepant  records  a 
month.   The  indicator  does  not  explain  what  type  of  error  is  involved, 
whether  it  is  large  or  small  or  whether  or  not  it  affects  eligibility. 
Consequently,  States  have  to  take  risks  in  using  these  records.   To 
eliminate  the  element  of  risk,  States  feel  that  SSA  should  either  fix 
discrepant  records  before  including  them  in  the  SDX  or,  at  least, 
include  an  explanation  of  the  nature  of  the  error. 

A  related  problem  is  SSA' s  practice  of  including  records  in  the 
SDX  whose  eligibility  for  SSI  is  uncertain  for  some  reason.   SSA  tags 
these  records  with  a  "y"  code  which  is  used  to  signify  that  SSA  be- 
lieves, but  is  not  certain,  that  an  individual  is  eligible  for  SSI. 
States  are  expected  to  use  these  records  at  their  own  risk  because 
there  may  be  a  mistake  in  the  determination.   States  feel  that  SSA 
should  not  send  records  to  them  that  are  uncertain  in  status.   In- 
stead, they  should  establish  eligibility  completely  and  definitely 
before  including  the  names  on  the  SDX. 

Another  more  severe  problem  with  the  SDX  is  the  lack  of  timeli- 
ness of  the  SDX  data.   All  of  the  study  States  complained  of  this 
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problem.   One  State  reported  that  it  frequently  takes  up  to  three 
or  four  months  for  eligibility  data  on  SSI  recipients  to  be  trans- 
mitted from  SSA  district  offices  to  the  SSA  central  data  file  and 
back  to  the  State,  and  then  to  the  local  Medicaid  offices.   Obvious- 
ly, this  problem  is  most  serious  in  1634  States  where  the  SDX  data 
is  the  primary  means  of  certifying  cases. 

States  noted  that  the  problem  of  time  lags  in  transmitting 
SDX  data  is  partly  a  result  of  problems  with  surface  transmis- 
sion of  the  tapes  from  SSA  to  State  Medicaid  offices  and  then 
on  to  the  local  welfare  offices .   Some  States  feel  that  the  Fed- 
eral government  should  give  serious  consideration  to  providing 
monies  to  help  States  develop  computer  systems  which  are  on-line 
to  SSA.   On-line  systems  would  eliminate  the  need  for  the  cum- 
bersome process  of  mailing  SDX  updates  and  would  allow  States 
immediate  access  to  SSI  eligibility  data.   Apparently,  some 
States  have  been  told  that  they  will   receive  an  on-line  system 
to  the  SDX;  however,  no  such  system  has  been  installed  to  date. 

Another  problem  with  the  SDX  is  that  it  lacks  certain  informa- 
tion that  SSA  has  and  States  need  in  determining  eligibility.   Spe- 
cific items  requested  by  States  are  the  actual  date  of  onset  of  dis- 
ability and  the  actual  date  of  death  for  a  deceased  person  to  aid  in 
retroactive  coverage  determinations,*  the  Medicare  claim  number,  and 
clear  eligibility  start  and  stop  dates. 

A  related  problem  with  the  SDX  is  that  it  does  not  contain  ade- 
quate data  on  third  party  liability.   At  present,  States  pay  an 
extra  amount  to  SSA  for  providing  on  the  SDX  yes/no  indicator  regard- 
ing health  insurance.   Even  this  scant  data  is  frequently  inaccurate. 
As  mentioned  earlier,  one  of  the  study  States  conducted  a  mail  survey 
to  determine  the  extent  of  the  inaccuracies.   According  to  SSA, 
35,000  of  the  State's  65,000  SSI  recipients  had  third  party  insurance 
coverage.   The  State  mailed  questionnaires  to  ten  percent  of  these 
35,000  recipients.   They  got  an  eighty-seven  percent  response  rate. 
The  major  finding  of  the  study  was  that  only  about  seventeen  percent 


*See  Section  4.2.3  for  further  discussion  on  problems  regarding 
coverage  and  disability  onset  dates. 

4-68 


of  those  surveyed  actually  had  health  insurance  coverage.   In  many 
cases,  the  "yes"  apparently  was  marked  because  the  recipient  had 
Medicare  coverage. 

States  noted  that  third  party  liability  pursuit  would  be 
greatly  facilitated  if  SSA  gathered  more  detailed  information 
on  third  party  coverage  in  the  SSI  application  and  entered  this 
information  on  the  SDX.   Ideally,  States  would  like  SSA  to  pro- 
vide both  the  carrier  name  and  policy  number  in  cases  where  the 
recipient  has  health  insurance  coverage. 

A  final  problem  related  to  the  SDX,  noted  by  States,  involves 
the  separate  buy-in  tape  for  Medicare.   Many  States  pay  the  Medi- 
care Part  B  premium  for  SSI  recipients  who  qualify  for  Medicare. 
Because  there  is  no  Medicare  indicator  on  the  SDX,  many  States 
that  buy-in  for  recipients  contract  with  SSA  to  send  a  separate 
tape  which  lists  those  persons  for  whom  the  State  has  bought  into 
Medicare.   Unfortunately,  the  buy-in  tape  often  does  not  match 
with  the  SDX  information  on  the  State's  SSI  caseload.   The  most 
frequent  problem  is  that  Social  Security  numbers  are  in  error. 
As  a  result,  the  State  has  difficulty  keeping  straight  who  is, 
in  fact,  covered  under  Medicare.   To  alleviate  this  problem, 
States  would  like  SSA  to  indicate  Medicare  buy-in  directly  on 
the  SDX  tape,  instead  of  handling  it  separately.   Because  a 
State  is  required  to  bill  Medicare  first  in  cases  where  a  Medi- 
caid recipient  is  eligible  also  for  Medicare,  it  has  to  wait  to 
receive  a  recipient's  Medicare  claim  number  before  it  can  pro- 
cess his  claims.   To  remedy  this  situation,  it  was  recommended 
that  SSA  assign  a  pseudo  Medicare  claim  number  to  new  SSI  recip- 
ients for  whom  the  State  is  buying-in,  or  that  there  be  a  special 
by-pass  procedure  enabling  such  recipients  to  quickly  be  assigned  a 
Medicare  claim  number.   If  such  a  number  were  to  be  entered  on  the 
SDX,  the  usefulness  of  the  tape  to  the  State  would  be  enhanced. 

Coordinating  SSA  and  State  Disability  Determination 

Persons  applying  for  SSI  as  disabled  must  undergo  a  disability 
determination  in  order  to  establish  categorical  eligibility.   Most 
States  use  SSA's  definition  of  disability  in  determining  disability 

4-69 


for  Medicaid.   In  these  States,  if  the  Medicaid  applicant  has  applied 
for  SSI,  then  the  State  uses  SSA's  disability  decision  in  determining 
eligibility  for  Medicaid.   If  the  applicant  is  applying  only  for 
Medicaid,  such  as  in  medically  needy  cases,  retroactive  coverage,  and 
some  institutional  cases ,  then  the  State  has  responsibility  for  the 
disability  determination. 

Currently,  there  are  three  major  problems  with  the  disability 
determination  process.   First,  SSA  is  sometimes  very  delayed  in 
making  its  disability  decisions.   Second,  sometimes  there  are  con- 
flicts between  SSA  and  State  disability  decisions.   And  third,  having 
two  government  agencies  determine  disability  involves  a  great  deal  of 
duplication  of  effort.   Each  of  these  problems  is  discussed  in  turn. 

Delays  in  SSA  Disability  Determinations.   Because  of  the  impor- 
tance of  SSA's  disability  determination  to  Medicaid  eligibility,  it 
is  critical  that  SSA  relay  its  findings  to  State  Medicaid  agencies 
in  a  timely  manner.   However,  this  is  frequently  not  the  case.   SSA 
faces  no  deadlines  in  making  disability  determinations  and  often 
takes  as  long  as  six  months  to  process  a  disability  case.   In  such 
instances,  States  are  left  in  a  bind  because  Medicaid  regulations 
require  that  they  certify  disability  cases  within  sixty  days.   Conse- 
quently, States  are  having  to  go  ahead  and  make  presumptive  Medicaid 
eligibility  determinations  prior  to  the  SSI  eligibility  determina- 
tion.  If  a  State  makes  a  presumptive  eligibility  determination  and 
SSA  subsequently  finds  the  person  to  be  ineligible,  the  State  must 
assume  all  of  the  costs  of  Medicaid  benefits  extended  to  the  individ- 
ual.  This  policy  seems  extremely  unfair  to  States.   At  the  time  of 
our  visit,  one  State  (Illinois)  was  carrying  10,000  cases  that  were 
awaiting  the  SSA  disability  decision.   In  order  to  avoid  retroactive 
denial  of  FFP ,  some  States  avoid  making  presumptive  disability  deter- 
minations altogether.   Other  States  make  very  strict  presumptive 
determinations,  i.e.,  they  accept  only  those  who  obviously  meet  the 
disability  criteria. 

SSA,  too,  can  authorize  presumptive  disability  status.   However, 
they  can  allow  a  recipient  this  status  for  only  three  months. 
Further,  they  are  extremely  strict  in  their  presumptive  disability 
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decisions.   Thus,  SSA1 s  ability  to  grant  presumptive  disability 
status  provides  little  relief  to  States  in  meeting  Medicaid  certifi- 
cation deadlines. 

Conflicting  Disability  Determinations  Between  SSA  and  State 
Medicaid  Agencies.   Usually  both  State  Medicaid  agencies  and  SSA  con- 
tract for  disability  investigations  with  a  Disability  Determination 
Service  (DDS)  which  is  part  of  the  State  Vocational  Rehabilitation 
Agency.   However,  in  some  instances,  a  State  Medicaid  program  will 
have  its  own  staff  to  conduct  disability  determinations.   As  a  re- 
sult, in  a  given  State,  two  DDS  groups  may  be  operative,  both  sup- 
posedly using  the  same  disability  criteria. 

Not  surprisingly,  problems  occur.   Because  there  is  a  degree  of 
judgment  in  the  disability  decision,  SSA  and  State  Medicaid  agencies 
sometimes  arrive  at  different  disability  decisions  for  the  same  case. 
For  example,  when  an  individual  applies  for  Medicaid  as  medically 
needy,  the  State  makes  the  disability  determination.   In  this  exam- 
ple, assume  that  disability  was  granted.   If,  because  of  a  reduction 
in  income,  the  individual  later  applies  for  SSI,  SSA  makes  a  second 
disability  determination  which  may  conflict  with  the  States1  earlier 
decision.   The  State  then  has  to  accept  SSA's  findings  and  reject  the 
individual  if  he  should  ever  apply  again  to  the  State  as  medically 
needy.   Needless  to  say,  such  situations  are  confusing  to  clients  and 
reflect  problems  of  administrative  coordination  between  SSA  and  State 
Medicaid  agencies. 

Duplication  of  Effort.   The  division  of  responsibility  for  dis- 
ability determination  not  only  is  a  source  of  conflicting  eligibility 
decisions,  but  also  it  is  duplicative.   In  some  cases,  both  agencies 
must  determine  disability  for  the  same  case.   The  case  noted  above 
in  which  a  recipient's  status  switches  from  medically  needy  to  cate- 
gorically needy  is  one  such  example.   Another  example  is  retroactive 
coverage  cases  who  must  go  through  two  disability  determinations 
because  SSA  does  not  transmit  to  States  the  date  of  onset  of  disa- 
bility.  Duplication  of  effort  in  this  regard  is  particularly  wasteful 
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because  of  the  great  amount  of  time  and  effort  that  is  involved  in 
determining  disability. 

Frequently  when  a  case  is  denied  by  SSA  for  disability  and 
applies  to  the  State  Medicaid  program  for  Medicaid  only,  SSA  will  not 
share  with  the  State  its  reasons  for  disability  denial.   Often  the 
State  has  no  evidence  which  would  warrant  a  denial,  and  they  are  at  a 
loss  to  understand  SSA' s  previous  decision. 

States  have  experienced  considerable  difficulties  in  trying  to 
work  out  satisfactory  procedures  for  exchange  of  medical  information 
with  SSA's  Disability  Determination  Unit.   Apparently,  SSA  will  agree 
to  provide  this  information  to  States  which  develop  a  release  form. 
However,  SSA  procedures  require  that  all  medical  records  be  sent  to 
the  Regional  Office  once  a  disability  determination  is  reached.   Thus, 
the  necessary  information  is  not  readily  accessible  for  release  to 
State  medical  units. 

Conclusion.   In  sum,  policy  changes  are  needed  to  alleviate 
the  problems  of  SSA  delays  in  disability  determination,  SSA's 
presumptive  disability  practices,  conflicting  disability  deter- 
minations, and  duplication  of  the  disability  determination  pro- 
cess.  Changes  and  improvements  in  current  administrative  prac- 
tices could  ease  problems  considerably.   However,  the  root  of 
the  difficulties  lies  in  the  fact  that  two  agencies  are  involved 
in  disability  determinations.   If  only  one  agency  had  this  res- 
ponsibility, the  administrative  problems  enumerated  above  would 
be  eliminated. 

Problems  in  Information  Exchange  Between  SSA  and  Medicaid  Staff 

Because  Medicaid  and  SSI  eligibility  are  closely  tied,  SSA  and 
Medicaid  workers  need  effective  means  of  exchanging  information  on 
applicants  and  recipients.   A  major  hindrance  to  effective  communica- 
tion between  the  two  agencies  has  been  the  Privacy  Act.   It  has  taken 
States  and  SSA  workers  considerable  effort  to  work  out  satisfactory 
means  of  coping  with  the  confidentiality  requirements  the  law  im- 
poses.  Initially,  inter-office  communication  was  virtually  at  a 
standstill.   SSA  workers  were  unsure  as  to  what  kinds  of  information 
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they  were  allowed  to  release  and  to  whom  they  could  give  it.   Even- 
tually, the  intent  of  the  law  was  clarified.   Now,  to  a  limited  ex- 
tent, information  is  exchanged  over  the  telephone.   The  primary  means 
of  information  exchange,  however,  is  through  "1610"  request  forms. 
Workers  who  are  unable  to  obtain  information  over  the  telephone  can 
use  this  alternative.   However,  the  procedure  of  using  1610  forms  is 
unsatisfactory  because  response  from  SSA  is  erratic.   Sometimes 
Medicaid  workers  will  get  the  1610  form  back  from  SSA  within  a 
week,  and  other  times  it  takes  six  months.   Because  workers  face 
deadlines  for  certifying  Medicaid  recipients,*  they  often  have 
to  go  ahead  and  certify  a  recipient  before  they  have  obtained 
the  needed  information.   In  commenting  on  this  problem,  a  Medi- 
caid worker  in  one  State  remarked,  "If  you  can't  get  the  infor- 
mation, you  just  do  without  it."   Not  surprisingly,  a  large  pro- 
portion of  OC  errors  occur  because  information  is  not  verified. 

Medicaid  workers  need  eligibility  data  not  only  to  enroll 
new  recipients,  but  also  to  redetermine  eligibility  for  ongoing 
recipients.   Therefore,  it  is  important  that  they  keep  abreast 
of  changes  in  the  status  of  ongoing  recipients.   Theoretically,  in- 
formation on  case  changes  should  come  through  the  SDX.   However,  as 
noted  in  Section  4.3.2,  it  is  often  difficult  for  workers  to  inter- 
pret SDX  codes  and  understand  the  nature  of  or  reasons  for  a  case 
change.   Also,  SDX  data  is  often  delayed.   Thus,  especially  until  the 
SDX  is  made  more  useful  to  States,  SSA  workers  should  be  as  helpful 
as  possible  to  Medicaid  workers  in  providing  confirmation  or  clarifi- 
cation of  SSI  eligibility  information. 

At  the  very  least,  States  feel  that  SSA  should  notify  and  pro- 
vide explanations  to  clients  themselves  when  a  case  change  occurs. 
Currently,  SSA  does  not  give  notice  to  clients  when  the  SSI  benefit 
level  is  reduced  due  to  cost-of-living  increases  in  unearned  income, 
when  a  client  reports  information  that  results  in  a  benefit  change, 
or  when  the  benefit  level  is  reduced  to  compensate  for  previous  data 
processing  errors.   Unless  the  client  has  written  notification  and 
an  explanation  of  the  reason  for  the  SSI  benefit  reduction,  it  is 


*The  deadline  for  certifying  the  aged  and  the  blind  is  forty- 
five  days;  sixty  days  for  the  disabled. 
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difficult  for  him/her  to  explain  or  verify  the  reason  for  the  change 
to  the  State.   If  SSA  would  provide  written  notification  to  clients, 
it  would  do  a  great  deal  to  simplify  the  verification  process  for 
Medicaid  workers. 

In  discussing  problems  of  information  exchange,  States  noted 
that  many  difficulties  could  be  alleviated  or  avoided  if  there  were 
a  formal,  effective  liaison  between  SSA  and  Medicaid  at  the  Federal, 
State,  and  local  levels.   Currently,  no  such  formal  system  exists. 
The  success  of  information  exchange  between  SSA  district  offices  and 
State  Medicaid  agencies  depends  entirely  on  the  particular  individuals 
involved.   As  a  Medicaid  worker  in  one  State  remarked,  "The  extent  to 
which  I  can  verify  SSI  payments  on  all  my  adult  cases  depends  entirely 
on  whether  I  have  a  friend  in  the  (Social  Security)  district 
office." 

Problems  with  SSA  Referrals  to  State  Medicaid  Programs 

In  all  cases  where  the  SSI  application  does  not  constitute  an 
application  for  Medicaid,  it  is  important  that  SSA  make  appropriate 
referrals  to  the  State  Medicaid  program.   Referrals  are  important 
even  in  States  where  the  SSI  application  is  an  application  for  Medi- 
caid because  many  persons  who  are  ineligible  for  SSI  because  of  in- 
come may  still  be  able  to  qualify  for  Medicaid  as  medically  needy  or 
as  categorically  needy  through  optional  supplementation,  institu- 
tional status,  or  retroactive  coverage.   In  States  where  all  SSI 
recipients  must  make  a  separate  application  for  Medicaid,  it  is 
important  that  SSA  make  appropriate  referrals  for  all  SSI  appli- 
cants, both  those  accepted  and  those  denied. 

Unfortunately,  States  report  that  SSA1 s  referrals  are  generally 
not  very  good.   Although  SSA  claims  representatives  are  supposed  to 
refer  SSI  recipients  to  the  State  for  Medicaid,  States  report  that 
often  SSA  personnel  do  not  have  the  time  and  are  generally  not  fami- 
liar enough  with  Medicaid  policies  to  make  appropriate  referrals. 

The  poor  quality  of  SSA  referrals  is  partly  due  to  the  fact 
that  Medicaid  policy  is  so  complex  that  it  is  difficult  for  SSA 
claims  representatives  to  adequately  screen  potential  Medicaid 

4-74 


applicants.   But  also,  as  with  the  information  exchange  process, 
referral  procedures  have  not  been  systematized. 

The  extent  to  which  a  particular  Social  Security  district  office 
is  serving  a  useful  referral  function  seems  to  depend  on  the  nature 
of  the  working  relationship  that  has  been  established  with  the 
corresponding  local  Medicaid  office  as  well  as  on  the  extent  to 
which  the  SSA  district  office  has  systematized  the  referral  process. 
Most  SSA  and  Medicaid  offices  which  have  a  good  working  relationship 
provide  each  other  with  some  training  in  the  eligibility  policies 
and  procedures  of  their  respective  programs.   Helping  workers  under- 
stand program  policies  helps  them  know  when  and  where  to  refer  their 
clients.   However,  even  when  training  is  provided,  it  is  difficult 
for  SSA  workers  to  understand  Medicaid  because  the  program  is  inher- 
ently so  confusing  and  complex. 

SSA  offices  which  have  systematized  the  referral  process  seem 
to  be  making  a  greater  number  of  appropriate  referrals  than  offices 
with  no  standard  operating  procedures  in  the  area  of  referrals. 
Some  offices  use  a  standard  referral  form.   Standard  forms  routinize 
the  referral  process  and,  thus,  provide  greater  assurance  that  re- 
ferrals will  indeed  be  made.   Further,  these  forms  provide  a  means 
for  letting  State  Medicaid  workers  know  exactly  who  has  been  referred. 
The  Medicaid  workers  are  then  able  to  follow  up  on  persons  who  do  not 
appear  at  the  local  welfare  office  on  their  own  initiative. 

SSA's  responsibility  for  referring  people  to  State  Medicaid 
programs  is  somewhat  reduced  by  the  fact  that  the  local  welfare 
office  is  often  the  first  place  people  come  to  seek  assistance. 
Local  welfare  offices  generally  have  high  visibility  and  have 
traditionally  been  regarded  as  the  major  source  of  public  assis- 
tance.  Therefore,  most  people  seeking  help  approach  the  local 
welfare  office  first  and  are  then  referred  on  to  the  SSA  dis- 
trict office  if  it  appears  that  they  may  be  eligible  for  Medi- 
caid.  Further  easing  SSA's  referral  task  is  the  fact  that  pro- 
viders often  perform  the  referral  function. 

In  addition  to  problems  with  verbal  referrals  made  by  SSA 
claims  representatives  to  SSI  applicants,  some  States  are  having 
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problems  with  the  Medicaid  portion  of  the  notification  letters  SSA 
sends  to  SSI  applicants.   Because  of  all  the  different  State  options 
for  Medicaid  coverage  of  adults,  SSA  has  to  have  several  different 
types  of  notification  letters  for  applicants.   Obviously,  what  SSA 
says  with  regard  to  a  client's  Medicaid  eligibility  status  will  have 
to  vary  depending  on  whether  the  applicant  lives  in  a  1634,  Title 
XVI,  or  209(b)  State,  and  also  depending  on  whether  the  State  has  a 
medically  needy  program.   However,  States  do  not  feel  SSA  has  yet 
developed  the  most  appropriate  approaches  for  all  these  different 
situations . 

First,  in  Title  XVI  States,  SSI  tells  all  accepted  applicants: 

"The  application  you  filed  with  us  is  not  an  application 
for  medical  assistance/Medicaid.   If  you  have  not  already 
done  so,  you  should  apply  for  Medicaid  at  your  medical 
assistance  or  welfare  office." 

Some  Title  XVI  State  officials  object  to  this  letter  because  it 
implies  all  SSI  recipients  should  apply  for  Medicaid,  regardless  of 
whether  they  have  medical  needs.   They  feel  only  applicants  with 
current  medical  needs  should  apply. 

Other  problems  occur  with  SSA's  denial  letters.  In  a  1634  State 
which  has  a  medically  needy  program,  SSA  tells  denied  applicants  that 
the  State  Medicaid  office  will  contact  them  directly  to  explore 
Medicaid  eligibility.  However,  the  local  offices  are  not  apprised  of 
when  and  to  whom  these  letters  are  sent.  Therefore,  local  staff 
cannot  make  contact  with  the  clients,  and  so  a  medically  needy  appli- 
cation is  left  entirely  to  client  initiative. 

A  209(b)  State  with  a  medically  needy  program  cited  another 
problem  with  SSA  denial  notices.   All  denied  SSI  applicants  are  told 
in  SSA's  letter: 

"If  you  have  not  already  done  so,  you  should  apply  for 
Medicaid  at  your  medical  assistance  or  welfare  office." 

State  staff  indicated  this  letter  is  appropriate  when  the  applicant 
is  denied  for  financial  reasons.   However,  it  is  totally  inappropri- 
ate if  the  applicant  is  denied  because  of  categorical  ineligibility. 
Not  meeting  categorical  requirements  makes  an  SSI  applicant 
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automatically  ineligible  for  Medicaid.   Therefore,  this  letter  is 
confusing  and  frustrating  to  the  client  who  is  immediately  told 
that  there  is  no  way  (s)he  can  be  eligible  for  Medicaid  because  of 
SSA's  decision  with  regard  to  the  person's  categorical  status. 

Another  problem  with  SSA  denial  letters  was  cited  by  a  1634 
State  without  a  medically  needy  program.   In  this  State,  the  health 
department  is  the  official  Title  XIX  agency,  but  the  welfare  depart- 
ment carries  responsibility  for  all  Medicaid  eligibility  determina- 
tion.  In  a  denial  notice  there,  SSA  said  the  applicant  "should 
apply  to  the  agency  that  certifies  Medicaid  eligibility"  for  infor- 
mation regarding  his/her  Medicaid  status.   This  wording  caused  con- 
fusion because  many  people  did  not  know  who  the  Medicaid  certifying 
agency  was.   Consequently,  in  this  State,  the  Social  Security  dis- 
trict offices  and  other  State  government  agencies  were  repeatedly 
receiving  telephone  inquiries  regarding  the  Medicaid  certifying 
agency.   The  Medicaid  situation  in  this  case  was  already  confusing 
to  clients,  but  this  confusion  has  been  increased  by  SSA's  form 
letter. 

A  final  referral  problem  is  that  SSA  referral  letters  and  often 
SSA  staff  do  not  impress  upon  potential  Medicaid  eligibles  the  need 
for  timely  application  to  the  Medicaid  program.   Timeliness  is  neces- 
sary because  of  Medicaid's  three  month  limit  on  retroactive  coverage. 
State  Medicaid  staff  expressed  doubt  as  to  whether  many  SSA  claims 
representatives  are  even  aware  of  the  ramifications  of  Medicaid's 
three  month  retroactive  eligibility  requirements. 

All  of  these  problems  with  SSA  referrals  are  complicated  because 
of  the  tremendous  variation  in  State  Title  XIX  programs.   No  one 
approach  can  be  used  by  SSA  for  Medicaid  eligibility;  instead,  there 
is  a  need  for  SSA  to  relate  to  the  particular  situation  in  each 
State . 

Problems  in  Handling  the  Institutionalized 

When  an  SSI  recipient  enters  a  Medicaid  institution,  major 
responsibility  for  the  client  shifts  from  SSI  to  Medicaid.   Because 
the  medical  institution  takes  care  of  the  client's  maintenance 
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needs,  the  SSI  grant  is  substantially  reduced  or  totally  eliminated. 
Medicaid  then  pays  for  the  cost  of  the  institution,  after  any  excess 
income  and  resources  the  client  may  have  are  exhausted.   Processing 
newly  institutionalized  cases  requires  substantial  coordination 
between  SSA  and  State  Medicaid  agencies.   It  also  requires  a  clear 
understanding  on  the  part  of  both  agencies  regarding  their  re- 
spective roles  in  handling  the  institutionalized.   Unfortunately, 
in  all  of  the  study  States,  interagency  coordination  and  clear 
understanding  of  agency  roles  is  completely  lacking.   Problems 
exist  primarily  in  making  the  initial  shift  to  institutional 
status,  i.e.,  the  reduction  or  elimination  of  the  SSI  benefit 
and  the  application  of  excess  income  to  the  cost  of  care. 
Problems  of  coordination  and  role  assumption  also  exist  in 
monitoring  the  institutional  case  after  the  change  in  status 
has  occurred.   These  two  problems  are  each  discussed  in  turn. 

Processing  the  Newly  Institutionalized  Case.   When  an 
SSI  client  is  institutionalized,  Federal  regulations  require 
SSA  to  reduce  his  SSI  cash  assistance  level  to  twenty-five 
dollars*  after  the  first  month,  provided  Medicaid  is  paying  more 
than  fifty  percent  of  the  cost  of  care.   SSI  then  supplements  the 
client's  income  up  to  twenty- five  dollars.   If  the  client  has  income 
equal  to  or  more  than  twenty-five  dollars,  SSI  discontinues  making 
payments  altogether,  and  the  State  Medicaid  agency  must  direct  all 
income  in  excess  of  the  twenty- five  dollars  to  defray  the  cost  of 
Medicaid  payments  made  in  the  client's  behalf. 

This  process  is  not  working  correctly  in  virtually  every 
study  State  because  SSA  is  often  delayed  in  reducing  the  SSI 
cash  assistance  level,  States  are  sometimes  delayed  in  redeter- 
mining newly  institutionalized  cases,  and  both  agencies  are  con- 
fused about  their  responsibilities  to  each  other  in  coordinating 
the  overall  effort. 


*States  may  supplement  the  twenty-five  dollars,  in  which  case 
the  client's  payment  level  is  reduced  to  a  slightly  higher  amount. 
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According  to  the  States ,  SSA  delay  is  the  major  source  of  prob- 
lems.  Delays  occur  for  several  resaons.   First,  SSA  often  is  not 
notified  when  the  client  enters  an  institution.   Notifying  SSA  is 
the  responsibility  of  the  client.   However,  clients  seldom  do  so 
because  they  are  incapacitated.   Nor  do  the  institutions  fulfill 
this  responsibility;  they  do  not  want  to  see  clients'  income  re- 
duced in  case  they  have  difficulties  obtaining  payment.   Finally, 
State  Medicaid  agencies  do  not  always  notify  SSA  because  they  do  not 
see  this  function  as  their  responsibility. 

Once  SSA  is  notified,  further  delays  occur  in  reducing  the 
grant  because  SSA  often  has  difficulties  redetermining  the  case. 
First,  due  to  a  Federal  court  order  in  the  Goldberg-Kelly  case,  an 
SSA  field  representative  must  visit  the  client  in  the  nursing  home 
to  confirm  that  (s)he  is  institutionalized  before  SSA  can  reduce 
the  client's  grant.   SSA  District  Offices  usually  do  not  have 
enough  field  staff  to  make  these  visits  quickly. 

Second,  SSA  must  determine  whether  Medicaid  will  be  paying  more 
than  fifty  percent  of  the  cost  of  care  before  it  can  reduce  the 
grant.   In  the  words  of  one  Social  Security  district  office  manager, 
"This  fifty  percent  rule  is  not  only  nonsensical,  but  it  is  a  pain 
in  the  neck  to  administer."   In  order  to  determine  if  Medicaid  will 
be  paying  more  than  fifty  percent  of  the  cost,  the  Social  Security 
staff  must  know  the  rate  that  Medicaid  pays  the  particular  nursing 
home,  the  amount  of  income  the  client  can  contribute,  and  the  amount 
that  any  third  parties  may  contribute.   Generally,  Social  Security 
staff  can  obtain  the  nursing  home  rate  without  much  trouble,  and  they 
already  know  the  client's  income.   But  they  have  a  great  deal  of 
difficulty  finding  out  the  extent  of  third  party  coverage.   When 
there  is  evidence  that  third  party  coverage  may  be  available ,  Social 
Security  staff  may  wait  until  the  State  Medicaid  agency  has  begun 
making  payments  to  the  institution  before  it  will  initiate  reduction 
of  the  grant.   Once  the  SSA  district  office  initiates  a  reduction  in 
the  grant,  further  delays  occur  in  the  SSA  system  in  implementing 
the  grant  reduction  and  relaying  the  information  to  local  Medicaid 
offices  through  the  SDX. 
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Delays  in  reducing  the  SSI  payment  level  place  State  Medicaid 
agencies  in  a  quandry :   Medicaid  regulations  require  that  they  use 
income  in  excess  of  the  twenty-five  dollar  personal  needs  allowance 
(i.e.,  the  reduced  SSI  payment  level)  to  defray  the  cost  of  Medicaid 
payments.   However,  when  SSI  is  delayed  in  reducing  the  payment 
level,  the  client  may  continue  to  receive  the  full  SSI  benefit  for 
several  months.   Even  if  SSA  has  not  reduced  the  client's  payment 
level,  States  are  supposed  to  go  ahead  and  redetermine  the  case  in 
the  first  month  of  institutionalization,*  and  they  must  apply  all 
income  in  excess  of  twenty- five  dollars  to  the  cost  of  care.   (SSI 
payments  are  not  to  be  counted  as  income  because  they  are  erroneous 
payments  which  are  recoverable  by  SSA.) 

However,  not  all  States  have  been  told  by  Federal  authorities 
that  this  is  what  they  are  supposed  to  do.   Furthermore,  those  States 
that  understand  and  are  complying  face  problems.   Some  clients 
simply  do  not  believe  State  Medicaid  workers  when  they  tell  them  that 
their  SSI  checks  will  eventually  have  to  be  returned  to  SSA  and  that 
all  income  above  twenty- five  dollars  must  go  to  the  nursing  home; 
many  clients  insist  on  hearing  this  directly  from  SSA. 

Problems  also  occur  because  of  confused  roles  over  notification 
of  institutionalization.   Some  States  feel  it  is  their  role  to  notify 
SSA  when  SSI  recipients  become  institutionalized.   Other  States  feel 
they  have  no  responsibility  whatsoever  in  this  regard,  and  operate 
completely  independently  of  SSA.   One  State  thought  for  the  first  two 
years  of  operations  that  it  was  SSA's  responsibility  to  notify  the 
State  when  a  client  had  his  payment  level  reduced  after  entering  an 
institution.   When  it  became  apparent  that  the  State  was  not  being 
notified  by  SSA,  the  State  did  a  check  on  all  of  its  institutional- 
ized cases  and  discovered  it  had  been  losing  about  $30,000  a  month  in 
Medicaid  overpayments  to  institutionalized  Medicaid  recipients. 
These  recipients  had  income  in  excess  of  twenty-five  dollars  that  was 
not  being  applied  to  the  cost  of  nursing  home  care  because  the  State 


*DHEW/MSA,  Medicaid  Eligibility  State  Program  Review:   Cali- 
fornia, March  1976,  p.  7. 
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had  not  been  aware  that  these  cases  should  have  had  their  SSI  payment 
levels  reduced. 

It  should  be  noted  that  the  State  Medicaid  agency  is  clearly  at  an 
advantage  in  learning  about  the  institutionalization  of  their  clients. 
Because  States  require  pre-authorization  before  Medicaid  will  pay  for 
a  client's  nursing  home  care,  the  client  or  nursing  home  must  notify 
the  State  immediately  when  the  client  enters  or  wishes  to  enter  the 
nursing  home  in  order  to  get  authorization  for  Medicaid  payments.   It 
therefore  would  make  sense  for  HEW  to  formally  charge  States  with 
the  responsibility  of  notifying  SSA  when  a  client  becomes  institu- 
tionalized. 

Oklahoma  is  planning  to  implement  an  innovative  system  for 
notifying  SSA  of  institutionalization.   Currently,  when  a  Medicaid 
recipient  becomes  institutionalized,  the  nursing  home  submits  a 
notification  form  to  the  State.   Oklahoma  plans  to  routinely  notify 
SSA  simply  by  sending  SSA  a  copy  of  the  nursing  home  notification 
form. 

However,  immediate  notification  of  institutionalization  will  not 
necessarily  eliminate  all  delays  in  reduction  of  the  SSI  benefit  and 
application  of  excess  income  to  the  cost  of  care.   As  discussed, 
delays  occur  even  after  SSA  is  notified. 

Furthermore,  delays  sometimes  occur  in  internal  State  operations. 
As  mentioned  earlier,  all  States  require  clients  to  obtain  prior 
approval  from  the  State  before  Medicaid  will  pay  for  nursing  home 
care.   In  some  States,  this  process  simply  requires  a  doctor's  state- 
ment that  the  client  requires  nursing  home  care.   However,  in  many 
States  the  client's  medical  records  must  be  reviewed  by  a  special 
State  nursing  home  review  board  before  authorization  for  Medicaid 
payments  is  granted.   Oklahoma,  for  example,  requires  a  special  ap- 
proval process  which  can  take  one  or  two  months. 

It  should  be  clear  that  the  problem  of  processing  newly  institu- 
tionalized SSI  clients  is  a  complicated  one.   SSA  faces  a  number  of 
problems  in  reducing  the  SSI  benefit  level.   The  States  have  their 
own  internal  problems  in  applying  excess  income  to  the  cost  of  care. 
The  delays  created  by  one  agency  compound  those  of  the  other  agency. 
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Also,  in  the  absence  of  Federal  guidelines,  the  two  agencies  are  con- 
fused about  their  proper  roles  and  the  proper  procedures  which  should 
be  followed  in  processing  newly  institutionalized  cases.   Clearly, 
Federal  guidelines  are  needed  to  establish  both  definite  roles  for 
the  two  agencies  and  clear,  workable  procedures  that  each  should 
follow. 

Monitoring  the  Personal  Needs  Allowance.   Another  problem  area 
involving  institutional  cases  is  monitoring  the  SSI  personal  needs 
allowance.   Problems  in  this  area  are  not  specifically  related  to 
Medicaid  eligibility.   However,  because  monitoring  the  personal 
needs  allowance  is  part  of  the  redetermination  function,  it  is  appro- 
priately discussed  here. 

Monitoring  the  personal  needs  allowance  is  necessary  because 
institutions  have  been  known  to  spend  the  client's  benefits,  especi- 
ally if  benefits  mount  up  to  Medicaid  resource  limits.   It  is  not 
unusual,  for  example,  for  a  caseworker  to  discover  that  the  money  has 
been  "donated"  to  the  nursing  home  building  fund  once  the  client's 
assets  reach  the  State  Medicaid  resource  limit. 

Monitoring  the  personal  needs  allowance  is  difficult  and  time- 
consuming.   Sometimes  facilities  keep  two  sets  of  accounting  books — 
one  for  the  caseworker  who  reviews  accounts  and  one  for  actual  opera- 
tions.  As  one  local  office  administrator  in  Illinois  pointed  out, 
"You  need  an  auditing  background  to  recognize  a  legitimate  set  of 
records."   If  a  caseworker  suspects  some  misuse  of  funds,  the  State 
must  investigate  the  case  and  audit  the  institution. 

Medicaid  program  staff  in  some  States  feel  that  the  responsi- 
bility for  monitoring  should  rest  with  the  Social  Security  Adminis- 
tration, because  the  personal  needs  allowance  is  frequently  SSI  money. 
However,  other  State  officials  feel  that  the  State  Medicaid  agency 
should  perform  this  function,  because  they  have  to  review  the  client's 
finances  anyway  in  their  periodic  redeterminations. 

Whoever  is  responsible  for  monitoring  the  personal  needs  allow- 
ance, one  thing  is  clear:  the  Federal  regulations  are  unclear  as  to 
whose  responsibility  it  is.   Further,  the  fact  that  this  is  even  an 
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issue  underscores  the  problems  in  having  two  government  agencies  in- 
volved.  Both  SSA  and  Medicaid  must  periodically  go  to  nursing  homes 
to  redetermine  SSI  and/or  Medicaid  cases.   In  States  requiring  a 
separate  application  for  Medicaid,  the  two  agencies  often  redetermine 
the  same  case.   This  duplication  of  effort  is  obviously  wasteful. 

Not  only  are  Federal  regulations  unclear  as  to  who  should  moni- 
tor, but  also  they  are  unclear  as  to  how  this  monitoring  should  be 
done.   Although  Federal  guidelines  on  monitoring  supposedly  exist, 
none  of  the  study  States  seems  to  have  received  them.   In  the  absence 
of  Federal  guidance  in  this  area,  some  States  have  developed  their 
own  mechanisms  for  monitoring.   North  Dakota,  in  particular,  has  de- 
veloped a  system  which  is  worthy  of  note.   The  State  distributes  a 
booklet  to  all  Title  XIX  facilities.   The  booklet  provides  step-by- 
step  instructions  on  how  the  facility  is  expected  to  manage  client 
funds.   Accompanying  the  booklet  is  a  standard  form  on  which  the  fa- 
cility must  record  the  inflow  and  outflow  of  client  funds.   In  this 
way,  all  facilities  have  a  standard  system  which  State  Medicaid  work- 
ers are  familiar  with  and  can  easily  monitor. 

The  only  problem  with  North  Dakota's  system,  and  for  that 
matter,  any  monitoring  system  a  State  may  develop,  is  that  there  are 
no  Federal  regulations  which  require  facilities  to  use  a  State's 
monitoring  system.   Thus,  some  States  feel  that  Federal  regulations 
should  be  written  to  make  the  States'  monitoring  systems  mandatory  as 
a  condition  of  certification.   Again,  it  is  not  clear  that  this  re- 
sponsibility should  necessarily  be  handled  through  Medicaid  eligibil- 
ity staff.   The  Long  Term  Care  Office  of  HEW  may  be  the  more  appro- 
priate group. 

4.4   Quality  Control 

Certainly  a  major  objective  of  the  Medicaid  program  should 
be  to  impose  proper  controls  on  the  eligibility  system.   Given 
the  complexity  of  the  Medicaid  eligibility  determination  process 
and  the  myriad  regulations  and  requirements  involved,  not  to 
mention  the  many  decisions  left  to  the  judgment  of  the  local 
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worker,  it  is  sobering  to  think  of  what  the  potential  cost  might 
be  to  the  Medicaid  program  without  proper  controls  on  the  eligi- 
bility system. 

Currently,  three  different  control  programs  monitor  Medicaid 
recipient  eligibility.   Two  of  these  programs  are  operated  by  the 
States:   one  to  monitor  AFDC  eligibility  determinations  (AFDC  QC) 
and  the  other  to  monitor  Medicaid-only  eligibility  (MEQC) .   The 
third  quality  control  program,  called  Quality  Assurance  (QA) ,  is 
operated  by  the  Social  Security  Administration  to  monitor  SSI  eli- 
gibility determinations.   Exhibit  4-10,  following  this  page,  summar- 
izes the  problem  areas  in  each  of  these  systems  as  they  relate  to 
Medicaid  eligibility. 

4.4.1   AFDC  QC 

Of  the  three  quality  control  programs ,  AFDC  QC  is  the  only  one 
which  seems  to  be  operating  smoothly,  probably  because  it  has  been 
operational  for  a  much  longer  time  than  the  other  two,  and  there  has 
been  time  to  work  out  some  of  the  initial  "bugs"  of  the  system. 
State  program  staff  are  satisfied  with  the  AFDC  QC  sampling  proce- 
dures, have  confidence  in  the  statistics,  and  make  use  of  the  results 
to  improve  their  programs.   The  fact  that  AFDC  QC  does  not  look  at 
rejected  applicants  does  not  bother  State  program  staff  because  they 
feel  that  the  appeals  system  serves  as  an  adequate  check  on  AFDC 
eligibility  decisions  for  rejected  applicants.*   State  staff  also 
pointed  out  that  caseworker  supervisors  generally  review  most  eligi- 
bility decisions,  both  acceptances  and  rejections. 

As  shown  in  Exhibit  4-11,  AFDC  QC  error  rates  are  fairly  low  in 
most  of  the  study  States.  Only  in  three  States  (New  York,  Missouri, 
and  Illinois)  are  error  rates  substantial.   The  major  problem  areas 


*The  requirement  that  States  perform  QC  reviews  of  "negative 
case  actions,"  i.e,.  denial  of  an  application  or  termination  of 
assistance,  has  been  reinstated  since  the  time  of  USR&E's  visits  to 
States.   The  requirement  is  effective  July  1,  1977,  for  AFDC,  and 
October  1,  1977,  for  Medicaid.   (Federal  Register,  July  20,  1977 — 
42  FR  37205) . 
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EXHIBIT  4-10 
QUALITY  CONTROL  PROBLEM  AREAS  RELEVANT  TO  MEDICAID  ELIGIBILITY 


AFDC  QC 


The  major  problem  areas  that  have  been  uncovered  by  AFDC  QC 
are  unreported  earned  income,  insufficient  worker  verification 
of  eligibility  data,  and  inadequate  follow-up  on  needed  case 
actions. 


MEQC 


SSA  'S  QUALITY  ASSURANCE 
PROGRAM 


The  major  source  of  errors  uncovered  by  MEQC  is  determining  the 
spend-down  liability 

Many  people  do  not  take  the  MEQC  results  seriously  for  a  number 
of  reasons: 

Because  the  MEQC  sample  is  based  on  paid  claims  rather  than 
Medicaid  enrollees,  it  reflects  only  the  eligibility  errors 
for  those  program  eligibles  who  have  utilized  program  bene- 
fits. As  such,  it  allows  for  only  partial  review  of  errors 
made  in  determining  eligibility. 

The  Federal  requirements  for  a  minimum  MF,QC  sample  size 
are  too  low  to  produce  statistically  reliable  results  for 
internal  use  by  States. 

The  MEQC  sample  is  not  integrated  with  other  quality 
control  programs  and  with  utilization  review;  thus 
States  must  use  several  sources  for  overall  Medicaid 
quality  control. 

MEQC  reviewers  often  are  not  sufficiently  well-informed 
about  correct  eligibility  procedures  and,  therefore,  do 
not  recognize  errors  when  they  see  them. 


SSA's  QA  program  is  of  no  direct  use  to  State  Medicaid  programs 
as  a  control  device  because  SSA  does  not  regularly  share  its 
QA  results  with  States. 

States  criticized  the  fact  that  QA  is  drawn  only  from  SSI  cen- 
tral files;  the  current  QA  system  totally  misses  eligibility 
errors  based  on  errors  made  in  transmitting  data  via  the  SDX. 
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EXHIBIT  4-11 

RECENT  INELIGIBILITY  ERROR  RATES 
IN  FEDERAL  QUALITY  CONTROL  PROGRAMS 


- 

State 

AFDC  QC* 

MEQC** 

SSI  Quality 
Assurance 

Alabama 

3.7% 

4.0% 

Not  Available 

Illinois 

7.1% 

4.3% 

Not  Available 

Missouri 

7.1% 

7.9% 

Not  Available 

New  York 

8.1% 

9.7% 

Not  Available 

North  Dakota 

3.3% 

0.2% 

Not  Available 

Oklahoma 

1.2% 

0.2% 

Not  Available 

Oregon 

3.8% 

1.5% 

Not  Available 

West  Virginia 

2.9% 

8.3%*** 

36%*** 

Wisconsin 

2.6% 

6.0%*** 

6%*** 

*Table  1,  AFDC  -  Change  in  Case  Error  Rates,  July-December  1976 
over  April-September  1973.   SSA  (formerly  SRS) /Division  of 
Quality  Control  Management,  May  27,  1977.   Figures  shown  are 
ineligible  cases  as  a  percent  of  total  cases  for  the  period 
July-December  1976;  official  estimates  developed  using  a 
statistical  regression  method. 

**Table  2,  Percent  and  Dollar  Amount  of  Claims  in  Error,  October 
1975-March  1976,  "MEQC  Program  Results  Highlights,"  SRS/OAM/OSI, 
February  9,  1977.   Figures  shown  are  percent  of  claims  paid  on 
behalf  of  ineligible  recipients.   The  figures  do  not  represent 
ineligibles  as  a  percent  of  total  cases. 

**Reported  by  study  States. 
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that  have  been  uncovered  by  AFDC  QC  are  unreported  earned  income, 
insufficient  worker  verification  of  eligibility  data,  and  inadequate 
follow-up  on  needed  case  actions.   These  latter  two  sources  of 
errors  may  be  due  to  the  fact  that  workers'  caseloads  are  too  high* 
given  the  workload  and  certification  deadlines  they  must  meet. 

4.4.2  Medicaid  Eligibility  Quality  Control  (MEQC) 

MEQC  error  rates  are  surprisingly  low.   New  York,  with  an  over- 
all error  rate  of  9.7%,  is  the  only  State  whose  error  rates  seem  to 
reflect  the  many  administrative  problems  plaguing  Medicaid  eligi- 
bility. 

It  is  interesting  to  note  that  while  more  errors  are  due  to  un- 
reported income,  more  dollars  are  erroneously  spent  due  to  unreported 
resources.   The  major  source  of  errors  in  eligibility  worker  compu- 
tations is,  as  expected,  determining  the  spend-down  liability. 
Spend-down  is  also  the  major  source  of  erroneous  expenditures. 

Although  States  are  somewhat  pleased  by  the  low  MEQC  error 
rates ,  many  people  do  not  take  the  numbers  seriously  for  a  number  of 
reasons.   In  the  first  place,  MEQC  takes  a  sample  of  paid  claims 
rather  than  a  sample  of  Medicaid  enrollees.   By  looking  only  at  medi- 
cal claims  rather  than  enrollees,  the  sample  results  do  not  reflect 
error  rates  in  caseworkers'  overall  eligibility  decisions,  but  rather 
they  reflect  the  errors  of  eligibility  decisions  for  those  program 
enrollees  who  have  utilized  program  benefits.   It  should  be  noted 
that  there  is  a  good  argument  for  looking  at  paid  claims,  i.e.,  the 
QC  results  give  an  indication  of  how  many  Medicaid  dollars  are  errone- 
ously spent  because  of  eligibility  errors,  which,  after  all,  is  the 
"bottom  line."   However,  as  far  as  State  Medicaid  eligibility  staff 
are  concerned,  the  usefulness  of  MEQC  as  a  management  tool  is  in 
knowing  how  many  and  what  kind  of  errors  are  made  in  determining  Medi- 
caid eligibility.   In  its  current  form,  MEQC  is  not  an  effective  man- 
agement tool.   It  would  be  more  useful  if  the  sample  were  based  on 


*See  Section  4.6.1  for  discussion  of  caseload/worker  ratios 
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cases  rather  than  claims.   On  the  basis  of  such  a  sample,  States 
would  be  able  to  draw  profiles  of  error-prone  cases  and  use  these 
error  profiles  as  the  basis  of  a  corrective  action  plan. 

Another  problem  with  MEQC  sampling  procedures  is  that  the  Feder- 
al minimum  requirements  for  MEQC  sample  size  are  too  low  to  produce 
results  which  are  useful  for  planning  corrective  action.   States  may 
increase  the  size  of  the  MEQC  sample  if  they  choose  to  do  so.   How- 
ever, all  of  the  study  States  seem  to  be  taking  only  the  minimum  sam- 
ple required.   Apparently,  States  which  feel  they  are  performing 
well  in  the  area  of  Medicaid  eligibility  determination  feel  little 
incentive  to  bother  with  more  than  the  minimum  required  of  them. 
Program  staff  in  those  States  feel  that  the  benefits  of  using  a 
larger  sample  may  not  be  worth  the  added  expense.   However,  unless 
the  MEQC  sample  is  increased,  the  program  will  remain  of  question- 
able value  to  any  State.   If  the  minimum  sample  required  were 
increased  or  if  States  were  offered  greater  incentives  to  increase 
their  sample  above  the  minimum,  States  would  probably  take  MEQC 
more  seriously. 

Beyond  sampling  procedures,  there  are  two  other  reasons  why 
many  people  question  the  MEQC  error  rates.   One  reason  is  that,  be- 
cause Medicaid  eligibility  is  so  complicated  and  open  to  interpre- 
tation, many  people  question  whether  MEQC  reviewers  really  know  what 
the  correct  eligibility  procedures  are.   Another  problem  is  the  fact 
that  MEQC  compares  State  performance  with  State  policy,  while  Fed- 
eral audits  compare  State  performance  with  Federal  policy.   Because 
State  policy  is  so  often  out  of  line  with  Federal  policy  (see  Sec- 
tion 4.5) ,  many  States  are  not  comforted  by  low  MEQC  error  rates. 
This  is  not  to  say  that  States  would  like  MEQC  to  compare  State 
performance  with  Federal  rather  than  State  policy,  but  rather  that 
Federal  monitors  should  do  a  better  job  of  ensuring  that  State  policy 
is  in  compliance. 

Another  criticism  that  State  Medicaid  staff  have  of  the  MEQC 
program,  and  of  the  Federal  QC   program  in  general,  is  that  their 
tone  is  overly  punitive.   States  have  been  threatened  that  fiscal 
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sanctions  will  be  applied  against  their  administrative  costs  if 
their  error  rates  are  not  within  tolerance  limits.   Were  this 
threat  to  be  carried  out,  it  would  seriously  hamper  States'  ability 
to  correct  error  rate  problems.   Use  of  fiscal  rewards  rather  than 
penalties  would  be  far  more  effective  in  getting  States  to  work 
hard  in  this  area.   One  State  suggested  that  the  Federal  government 
offer  a  one  percent  bonus  on  Federal  matching  for  States  which  get 
below  a  three  percent  error  rate. 

With  regard  to  setting  tolerance  levels  for  MEQC,  most  of  the 
study  States  believe  that  the  concept  is  a  reasonable  one.   However, 
most  State  program  staff  feel  that  it  would  be  unrealistic  to  impose 
a  standard,  nationwide  tolerance  level  for  MEQC.   Error  control  is 
far  easier  in  a  small  State  like  West  Virginia  than  it  is  in  a  large 
State  such  as  New  York.   Officials  recognize  that  some  sort  of  toler- 
ance levels  are  needed,  but  they  recommend  that  these  levels  be 
based  on  cost-benefit  analyses  of  corrective  actions  and  be  set  at 

the  point  of  diminishing  returns. 

Another  suggestion  that  State  program  staff  made  regarding  MEQC 
was  that  third-party  liability  checking  and  utilization  review  be 
built  into  the  MEQC  process.   They  feel  that  MEQC  cases  could  provide 
an  appropriate  group  for  testing  whether  the  Medicaid  services  pro- 
vided in  a  given  review  period  were  needed  services ,  whether  they 
were  actually  covered  services,  whether  the  services  were  actually 
received,  and  whether  Medicaid  was  billed  appropriately  for  particu- 
lar services  (especially  with  regard  to  third  party  resources) .   Such 
an  approach  would  consolidate  many  aspects  of  Medicaid  "control" 
procedures  (i.e.,  quality  control  and  utilization  control)  into  one 
comprehensive  assessment  process. 

4.4.3  SSA' s  Quality  Assurance  Program 

SSA's  Quality  Assurance  program  is  of  no  direct  use  to  State 
Medicaid  programs  as  a  control  device  because  SSA  does  not  share  its 
QA  results  with  States.   Thus,  little  data  could  be  collected  in 
the  study  States  on  QA  error  rates.   However,  if  the  figure  for 
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West  Virginia,  shown  in  Exhibit  4-11,  is  any  indication,  SSA1 s 
general  performance  in  determining  eligibility  for  SSI  recipients  is 
of  concern.   The  most  recent  nationwide  figures  (June  3,  1977)  for  the 
QA  program  show  a  15 . 7  percent  error  rate,  with  6.4  percent  recipi- 
ents overpaid,  4.2  percent  underpaid,  and  5.1  percent  incorrectly 
determined  eligible. 

States  which  have  SSA  determine  Medicaid  eligibility  for  their 
SSI  recipients,  indeed,  have  cause  for  concern  because  SSA  ineligi- 
bility error  rates  are  Medicaid  error  rates  for  SSI  recipients. 
Those  States  feel  strongly  that  SSA  should  regularly  share  its  QA 
results  with  them.   The  QA  information  could  give  them  some  indica- 
tion of  the  kinds  of  SSI  cases  which  are  error-prone.   States  could 
then  double-check  when  Medicaid  eligibility  is  determined  for  such 
cases.   States  which  use  their  own  Medicaid  eligibility  criteria  for 
the  aged,  blind,  and  disabled  generally  are  not  concerned  by  the 
fact  that  they  do  not  have  access  to  QA  findings.   They  have  no  need 
for  the  QA  information  because  they  use  different  financial  criteria 
than  those  applied  by  SSI. 

Some  States  criticized  the  QA  sample  because  it  is  drawn  only 
from  SSI  central  files.   Instead,  States  feel  that  a  separate  sample 
should  be  drawn  from  State  Medicaid  files  in  order  to  assess  the 
Medicaid-related  error  rate.   Drawing  a  separate  sample  is  necessary 
because  SSA  apparently  makes  many  errors  when  it  transmits  eligibil- 
ity information  to  the  States .   The  current  QA  system  totally  misses 
eligibility  errors  based  on  errors  made  in  transmitting  data  via  the 
SDX  because  these  error  cases  appear  only  on  the  State  Medicaid 
files,  not  on  SSI  central  files. 

4 . 5   The  Problem  of  Non-Compliance 

When  one  considers  the  enormous  administrative  problems  plague- 
ing  the  Medicaid  program — the  confusing  Federal  regulations,  the  in- 
adequate Federal  guidance  in  implementation,  the  extreme  complexity 
of  Medicaid  policy,  and  the  many  eligibility  provisions  which  are 
totally  unworkable — it  should  not  be  surprising  that  many,  if  not 
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all,  States  are  out  of  compliance  with  Federal  policy  on  a  number  of 
issues.   State  fact-finding  reviews  by  eligibility  staff  from  HEW s 
Medicaid  Bureau,*  which  specifically  focused  on  Medicaid  eligibility 
policy,  identified  108  possible  compliance  issues  in  fourteen  States. 
A  recent  GAO  audit  report  on  Medicaid  states  that  between  October 
1969  and  September  1974  there  were  2,300  reported  instances  of  non- 
compliance (1,100  separate  issues)  in  the  Medicaid  program.   USR&E's 
review  of  Medicaid  eligibility  in  nine  States,  while  it  specifically 
did  not  delve  into  compliance,  came  across  some  thirty  possible  com- 
pliance issues. 

In  this  administrative  review  of  Medicaid  eligibility,  compli- 
ance issues  are  important  for  two  reasons.   First,  non-compliance 
tells  something  about  the  quality  of  Federal  guidance  and  monitoring 
and  about  the  administrative  feasibility  of  Federal  policies.   Second, 
the  fact  that  non-compliance  is  so  rampant  in  the  Medicaid  program  is 
a  major  administrative  problem  in  and  of  itself. 

The  fact  that  the  Medicaid  Bureau  fact-finding  reviews  uncovered 
over  a  hundred  eligibility  potential  compliance  issues  in  fourteen 
States  indicates  that  HEW  has  fallen  short  as  a  monitor  and  enforcer 
of  Federal  policy.   The  fact  that  there  are  some  Federal  policies 
with  which  more  than  half  the  States  are  not  complying  indicates 
that  there  is  something  very  wrong  with  those  policies. 

In  this  section,  the  major  compliance  issues  noted  in  the 
Medicaid  Bureau  and  USR&E  State  reviews  are  discussed.   Following 
the  discussion  of  particular  compliance  issues  is  a  discussion  of 
the  lessons  that  may  be  learned  from  non-compliance. 


*The  Medicaid  Bureau  oversees  the  Medicaid  program;  it  is  part 
of  DHEW's  Health  Care  Financing  Administration.   Prior  to  DHEW's 
recent  reorganization,  the  Bureau  was  part  of  the  Social  and  Rehab- 
ilitation Service  and  was  called  the  Medical  Services  Administration 
(MSA)  . 
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4.5.1   A  Close-Up  of  Potential  Compliance  Issues 

Presented  below  are  fourteen  Federal  policy  areas  in  which  non- 
compliance is  a  major  problem.   In  each  of  these  areas,  at  least  four 
out  of  the  twenty-three  States  reviewed  recently  may  be  out  of  com- 
pliance, and  in  some  of  these  areas,  more  than  half  the  States  re- 
viewed may  be  out  of  compliance.   Non-compliance  occurs  primarily 
for  three  reasons:   (1)  some  Federal  policies  are  unworkable,  and 
in  the  interest  of  administrative  efficiency,  States  develop 
procedures  that  are  out  of  compliance;  (2)  Federal  regulations 
are  difficult  to  understand,  and  as  a  result,  States  are  often 
unaware  that  they  are  out  of  compliance;  and  (3)  States  disagree 
with  various  aspects  of  Federal  policy  both  for  philosophical 
and  administrative  reasons.   Compliance  issues  generally  occur 
for  a  combination  of  these  three  reasons. 

Spend-Down 

Non-compliance   occurs  more    frequently   in   implementing  spend-down 
than   in   implementing   any   other  eligibility  provision   in   the   Medicaid 
program.*      Primarily    focusing   on   the    fourteen  States    reviewed  by   the 
Medicaid  Bureau,    non-compliance   occurred   in  the    following  specific 
aspects   of   spend-down: 

1 .  Determination   of  Allowable   Expenses   to  Be   Counted  Toward 

the    Spend-down.      Some   States   are   incorrectly   limiting   allowable    spend- 
down   expenses   as    to   the    frequency  of   certain   services. 

2 .  Incorrect   Application  of   Medical   Expenses   Toward  the   Spend- 
down   Liability.      Several   States    are   not   applying  medical   expenses   to 
the    client's   excess    income   in   the   order   specified  by   Federal    regula- 
tions,   i.e.,    insurance  premiums    first,    then  non-covered  expenses, 
then    covered   expenses. 


*See    Section   4.2.1    for   a  detailed   discussion   of   spend-down 
requirements   and  problems . 
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3.  Inclusion  of  Resources  as  Excess  Income.  Some  States  have 
been  counting  the  value  of  excess  resources  as  a  part  of  the  spend- 
down  liability. 

4.  Spend-down  to  Categorically  Needy  Level.   One  State  in  which 
the  benefits  provided  for  the  categorically  needy  are  greater  than 
those  provided  for  the  medically  needy  is  allowing  spend-downers  to 
spend-down  to  the  categorically  needy  level  to  become  eligible  for 
categorically  needy  benefits. 

5 .  Requirement  that  Spend-down  Expenses  Must  Be  Paid.   Some 
States  are  violating  the  incurment  principle  by  requiring  clients  to 
pay  their  spend-down  liability  either  to  providers  or  to  the  State 
before  issuing  them  a  medical  card. 

6.  Incorrect  Date  of  Eligibility.   When  a  client  meets  and  ex- 
ceeds the  spend-down  liability  in  the  same  day,  States  encounter 
problems  because  they  must  separate  the  client's  liability  from  the 
portion  of  the  bill  that  Medicaid  will  pay.   To  avoid  such  problems, 
one  State  begins  eligibility  the  day  after  the  spend-down  is  met 
instead  of  immediately. 

7.  Incorrect  Length  of  Certification  Period.   According  to 
Federal  regulations,  if  a  six  month  certification  period  is  used,  the 
client  must  incur  six  months1  worth  of  excess  income  and  then  can  be 
certified  only  for  the  remainder  of  the  six  month  period.   In  certain 
cases,  this  policy  creates  an  administrative  burden  because  of  extra 
redeterminations  and  because  it  causes  hardships  for  recipients.   As 
a  result,  some  States  are  not  following  it.   One  State  has  been 
certifying  recipients  for  an  entire  year  if  they  incur  only  six 
months'  worth  of  excess  income. 

Medically  Needy  Financial  Standards 

Several  States  are  out  of  compliance  because  they  use  two  differ- 
ent sets  of  medically  needy  financial  criteria,  one  for  AFDC  and  one 
for  the  aged,  blind,  and  disabled.*   Also,  some  States  have  violated 
the  Federal  minimum  and  maximum  requirements  in  establishing  their 
medically  needy  levels. 


*See  Section  4.2.2  for  detailed  discussion  of  Federal  require- 
ments governing  medically  needy  financial  standards. 
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Several  States  are  also  out  of  compliance  in  their  use  of  dis- 
regards for  the  medically  needy  program.   Some  are  not  using  the  SSI 
disregards  for  their  adult  medically  needy  program  when  they  should 
be.   Others  are  using  the  AFDC  $30  and  1/3  earned  income  disregard 
for  their  AFDC  -related  medically  needy  cases  when  they  shouldn't  be 
There  seems  to  be  general  confusion  about  disregards  applied  for 
medically  needy  cases. 

August  1972  Social  Security  Cost-of-Living  Increase  Disregard 

Perhaps  the  most  common  intentionally  ignored  Federal  policy  is 
the  mandatory  disregard  of  the  twenty  percent  Social  Security  in- 
crease that  was  provided  to  Title  II  beneficiaries  in  August  1972. 
Although  most  States  are  aware  that  this  Federal  requirement  exists, 
many  do  not  enforce  it  because  it  is  extremely  difficult  to  adminis- 
ter and  affects  only  a  small  group. 

Retroactive  Coverage 


Many  States  have  been  incorrectly  providing  retroactive  coverage 
either  because  they  do  not  understand  Federal  requirements  in  this 
area  or  because  they  find  the  requirements  unworkable.*   Some  States 
are  allowing  retroactive  coverage  for  anyone  who  is  prospectively 
eligible,  and  others  are  not  allowing  retroactive  coverage  unless  the 
client  is  prospectively  eligible.   Automatically  providing  retroact- 
ive coverage  to  all  new  SSI  recipients  is  a  frequent  type  of  non- 
compliance in  this  area  that  occurs  in  1634  States. 

AFDC  Four  Months  Continued  Coverage 

Many  States  are  not  complying  with  the  AFDC  continued  coverage 
requirements  because  they  feel  they  are  administratively  burdensome. 
Specifically,  some  States  are  not  redetermining  cases  to  make  sure 
they  continue  to  meet  all  eligibility  requirements  other  than  earned 
income  limits.   Other  States  are  not  tracking  cases  during  the  four 


*See  Section  4.2.3  for  details  regarding  difficulty  of  adminis- 
tering retroactive  coverage  provision. 
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month  period  to  make  sure  that  one  member  of  the  case  continues  to 
be  employed.* 

Optional  State  Supplementation 

Non-compliance  with  Federal  regulations  regarding  Medicaid  eli- 
gibility for  optional  supplement  recipients  is  a  problem  in  States 
which  use  SSI  criteria  for  Medicaid  purposes.   Compliance  problems 
occur  because  some  States  are  imposing  on  optional  supplement  recip- 
ients certain  eligibility  criteria  which  are  more  restrictive  than 
the  criteria  used  by  SSI.**   Inappropriate  use  of  property  transfer 
prohibitions  and  restrictive  resource  limits  are  examples  of  the 
more  restrictive  criteria  used.   States  are  allowed  to  use  more  re- 
strictive criteria  for  SSP  recipients  only  if  such  criteria  are 
specified  in  the  approved  State  Medicaid  plan. 

SSI  Grandfather  Provision 

Several  States  are  redetermining  eligibility  for  Medicaid-only 
grandfathered  cases  according  to  current  SSI  criteria  instead  of  eli- 
gibility criteria  in  effect  just  prior  to  SSI.   This  compliance  prob- 
lem is  a  result  of  the  facts  both  that  many  caseworkers  are  unaware 
that  grandfathering  applies  to  Medicaid-only  cases  and  that  States 
have  no  way  of  readily  identifying  such  cases.***  Also,  several 
States  feel  that  the  benefits  of  helping  this  small  group  are  not 
worth  the  administrative  difficulties  involved. 

SSI  Deeming  Policy 

States  which  have  agreed  to  use  SSI  criteria  strongly  object  to 
having  to  apply  the  SSI  deeming  policy  because  it  increases  Medicaid 
costs  and,  in  some  cases,  conflicts  with  State  laws.  States  find  it 
difficult  to  ignore  the  resources  of  relatives  in  institutional 


*See  Section  4.2.8  for  more  detailed  discussion  of  adminis- 
trative difficulties  involved  with  AFDC  continued  Medicaid  coverage 

**See  Section  4.3.1  for  detailed  discussion. 

***Ibid. 
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cases,  because  often  the  institutionalized  client,  unlike  the  typical 
welfare  recipient,  has  considerable  assets.   Also,  States  believe 
this  policy  creates  strong  incentives  for  institutionalization.* 

SSI  Transfer  of  Assets  Policy 

Since  SSI  does  not  prohibit  asset  transfers,  clients  may  (and 
do)  transfer  considerable  assets  in  order  to  become  eligible  for  SSI. 
Most  States  have  traditionally  imposed  prohibitions  on  such  trans- 
fers, and  some  States  continue  to  do  so  despite  the  fact  that  they 
have  agreed  to  use  SSI  criteria  for  Medicaid  eligibility.**  As  in 
the  case  of  SSI's  deeming  policy,  States  have  strong  reservations 
about  the  policy  of  allowing  asset  transfers  because  it  allows  per- 
sons with  access  to  considerable  resources  to  become  eligible. 

Requiring  Medicare  Eligibles  to  Buy-In 

In  an  effort  to  ensure  that  all  available  health  care  resources 
are  utilized  before  Medicaid,  some  States  are  requiring  medically 
needy  applicants  who  are  Medicare  eligible  to  enroll  in  Medicare 
Part  B  as  a  condition  of  eligibility.   Other  States  are  indirectly 
requiring  recipients  to  buy-in  by  allowing  the  institutionalized  to 
keep  only  $17.50  for  personal  expenses  rather  than  the  required 
$25.   The  amount  saved  by  lowering  the  personal  needs  allowance  is 
the  cost  of  the  buy-in. 

Requirement  of  Current  Medical  Need 

Because  of  the  high  administrative  costs  of  eligibility  deter- 
mination, certification,  and  redetermination,  some  States  are  re- 
quiring current  medical  need  as  a  condition  of  eligibility  for  medi- 
cally needy  applicants.   States  which  are  imposing  this  requirement 
do  not  seem  to  be  aware  that  it  is  not  allowed  by  Federal  regulations, 


*See  Section  4.3.1  for  detailed  discussion, 
**Ibid. 
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Newly  Institutionalized  Recipients — Application  of  Excess  Income  to 
the  Cost  of  Care 

According  to  Federal  regulations,  States  must  apply  excess  in- 
come above  twenty- five  dollars*  (the  SSI  personal  needs  allowance)  to 
the  cost  of  care  after  a  recipient  has  been  institutionalized  for 
one  month.   Some  States  do  not  begin  to  do  so  until  SSA  has  reduced 
the  client's  grant  to  twenty- five  dollars.   Because  of  SSA  delays  in 
reducing  the  grant,  States  are  pressed  into  a  non-compliance  situa- 
tion.** 

State  Disability  Determinations — Measuring  Substantial  Gainful 
Employment 

In  doing  disability  determinations,  many  States  are  not  applying 
SSA's  measure  of  substantial  gainful  employment  ($200  per  month  of 
earned  income) .   Some  States  are  simply  ignoring  this  criterion  be- 
cause they  feel  that  it  causes  disincentives  for  the  disabled  to  re- 
habilitate themselves.   Also,  they  object  to  it  because  it  prohibits 
disabled  persons  from  participating  in  the  medically  needy  program. 
The  disabled  individual  who  earns  more  than  $200  per  month  cannot 
qualify  as  medically  needy  because  SSA's  substantial  gainful 
activity  criterion  disqualifies  him  as  disabled,  and  he  no  longer 
meets  the  categorical  requirements . 

Frequency  of  Redeterminations 

Although  the  Federal  regulations  on  categorically  needy  rede- 
terminations are  clearly  understood  by  all  States,  some  States  are 
not  complying  with  them  due  to  administrative  constraints .   In  some 
urban  areas,  local  welfare  offices  are  so  short-staffed  that  eligi- 
bility workers  are  unable  to  redetermine  all  their  cases  within  Fed- 
eral deadlines — six  months  for  AFDC  and  twelve  months  for  the  aged, 
blind,  and  disabled.   In  fact,  in  one  local  office,  the  Medicaid 
Bureau  found  that  some  cases  were  four  and  five  years  overdue. 


*States  may  supplement  the  $25,  in  which  case  Medicaid  would 
apply  to  the  cost  of  care  all  income  in  excess  of  $25  plus  the  supple- 
ment. 

**See  Section  4.3.2  for  detailed  discussion  of  administrative 
problems  relating  to  institutionalized  recipients. 
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Further,  the  Federal  regulations  imply  that  States  must  rede- 
termine the  medically  needy  at  least  every  six  months.   Unaware  of 
this  regulation  or  its  meaning,  some  States  which  determine  Medicaid 
eligibility  for  their  adult  recipients  themselves  are  redetermining 
medically  needy  adults  every  twelve  months,  as  they  did  for  the  cate- 
gorically needy. 

4.5.2   Lessons  from  Non-Compliance 

Clearly,  the  problem  of  non-compliance  is  an  indication  that 
something  is  terribly  wrong  with  the  Medicaid  program.   States  have 
every  incentive  not  to  be  out  of  compliance;  the  fiscal  consequences 
presumably  could  be  great.   Most  of  the  time,  States  do  not  even  know 
they  are  out  of  compliance. 

Then  why  are  so  many  States  out  of  compliance  on  so  many  issues? 
First,  Medicaid  policies  are  often  created  without  regard  for  their 
impact  on  program  administration.   As  noted  earlier  in  this  chapter, 
often  policies  which  are  created  to  solve  equity  or  incentive  problems 
in  Medicaid  eligibility  serve  to  further  complicate  program  adminis- 
tration.  Additionally,  Congress,  which  makes  most  Medicaid  policy,  is 
not  involved  in  implementing  policy;  therefore,  at  times  policies  are 
drafted  which  unwittingly  have  an  adverse  impact  on  program  operations. 

Second,  policy  is  being  changed  constantly.   Every  policy  cre- 
ates a  procedure  which  must  be  incorporated  into  an  existing  adminis- 
trative structure.   Implementing  a  single  policy  may  require  revisions 
in  the  State's  eligibility  manual,  staff  training,  new  forms,  data 
processing  adjustments,  and  possibly  new  staff.   Often,  States  are  out 
of  compliance  simply  because  they  cannot  keep  up  with  policy  changes. 
States  generally  try  to  incorporate  new  policies  into  their  existing 
administrative  structures  with  as  little  disruption  as  possible. 
Compliance  problems  often  occur  because  States  cannot  or  will  not 
implement  new  policies  which  are  not  compatible  with  their  existing 
procedures.   For  example,  some  States  are  applying  their  pre-SSI  cash 
assistance  criteria  in  their  optional  supplement  programs  even  though 
many  of  those  criteria  conflict  with  new  Federal  requirements  for 
Medicaid  coverage  of  optional  supplement  recipients. 
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A  more  basic  source  of  compliance  problems  is  the  fact  that  many 
Federal  policies  are  inherently  unworkable.   In  their  efforts  to  im- 
plement a  policy  in  a  way  that  is  administratively  feasible,  all  too 
often  States  find  themselves  out  of  compliance.   For  example,  as 
shown  in  Section  4.2.1,  the  regulation  on  prioritization  of  spend- 
down  expenses  is  almost  impossible  to  implement.   As  a  result,  States 
have  devised  other  more  feasible  means  to  count  medical  expenses 
toward  the  spend-down.   Although  these  alternative  methods  are  easier 
to  administer,  they  do  not  comply  with  Federal  regulations. 

A  fourth  reason  for  non-compliance  is  that  many  of  the  Federal 
regulations  are  written  in  a  manner  which  is  either  impossible  to 
understand  or  open  to  interpretation.   Compounding  this  problem  is 
the  fact  that  policy  interpretation  and  Federal  guidance  materials 
are  inadequate.   If  vagueness  were  designed  to  give  States  leeway  in 
policy  implementation,  then  perhaps  it  would  not  be  a  great  problem. 
However,  while  regulations  are  vague,  they  are  frequently  interpreted 
quite  specifically  by  Federal  authorities.   Consequently,  States  are 
forced  to  second-guess  HEW  in  implementing  the  regulations.   The 
result  is  that  States  often  find  themselves  out  of  compliance  once  an 
interpretation  is  made. 

Many  States  try  to  rely  on  their  Regional  Office  staff  to  inter- 
pret Federal  policy  for  them  and  to  monitor  their  Medicaid  program 
for  compliance.   Unfortunately,  Regional  Offices  are  often  unable  to 
perform  the  necessary  guidance  and  monitoring  function.   As  discussed 
in  Section  4.1.5,  it  is  the  opinion  of  States  that  Regional  Offices 
are  hampered  in  their  activities  because  of  their  insufficient  under- 
standing of  Medicaid  eligibility  and  because  of  the  conflicting  roles 
they  must  play,  i.e.,  they  provide  guidance  to  States,  but  they  also 
must  act  as  Federal  "policemen." 

During  the  course  of  this  project,  HEW  staff  provided  information 
on  the  history,  machinery,  and  problems  of  the  HEW  State  plan  compli- 
ance process.   The  information  provided  tends  to  confirm  the  findings 
presented  above.   In  addition,  a  couple  of  other  points  were  raised 
which  are  worthy  of  mention.   First,  the  Federal  regulations  place 
their  emphasis  on  requiring  certain  procedures  to  be  put  into  practice 
rather  than  on  requiring  goals  to  be  accomplished.   Many  States  contend 
that  although  they  are  not  complying  with  Federal  procedures  per  se, 
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they  are  in  compliance  with  the  overall  goals  of  the  Medicaid  pro- 
gram. 

A  second  point  is  that  the  nature  of  the  compliance  process, 
combined  with  extreme  fiscal  penalties  levied  on  States  who  are 
called  out  of  compliance,  makes  it  difficult  for  Federal  authorities 
to  enforce  compliance.   In  order  to  call  a  State  out  of  compliance, 
Federal  authorities  must  first  call  a  hearing.   The  actual  compliance 
decision  is  made  after  the  hearing.   However,  calling  the  hearing  is 
a  major  decision-making  process  in  and  of  itself.   Authorities  must 
weigh  a  number  of  factors  in  deciding  whether  or  not  to  call  a  hear- 
ing, such  as  the  priority  of  the  issue,  the  extensiveness  of  the 
violation,  and  the  State's  willingness  to  cooperate.   The  current 
Administration's  view  of  the  compliance  process  as  an  effective  means 
to  enforce  Federal  requirements  also  must  considered.   Because  of  all 
the  factors  that  must  be  weighed  before  even  calling  a  hearing,  and 
because  of  the  seriousness  of  the  penalties  that  are  levied  on  States 
who  are  found  to  be  out  of  compliance,  there  is  a  lot  of  pressure  on 
Federal  authorities  not  to  raise  compliance  issues. 

To  conclude  the  discussion  of  non-compliance,  Exhibit  4-12,  which 
follows,  presents  a  summary  of  the  major  factors  in  Medicaid  eligi- 
bility non-compliance. 

4 .6   Problems  in  Internal  State  Medicaid  Operations 

There  are  certain  problems  with  the  administration  of  the  Medi- 
caid program  that  are  not  so  much  a  function  of  Federal  policy  as 
they  are  a  function  of  internal  State  operations.   However,  this  is 
not  to  say  that  Federal  policy  does  not  or  could  not  influence  the 
nature  and  extent  of  these  problems.   In  this  section,  the  internal 
State  operations  of  the  Medicaid  program  are  reviewed  in  order  to 
identify  particular  areas  that  are  contributing  in  a  major  way  to 
deficiencies  in  the  overall  administration  of  the  program. 

At  the  most  rudimentary  level,  there  are  two  basic  administra- 
tive functions  that  must  be  performed  in  order  to  implement  the  Medi- 
caid program.   The  first  is  eligibility  determination  which  identi- 
fies the  beneficiaries  of  the  program.   The  second  is  invoice  payment: 
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EXHIBIT  4-12 

SUMMARY  OF  FACTORS  CONTRIBUTING  TO 
MEDICAID  ELIGIBILITY  NON-COMPLIANCE 


Frequently,  States  are  out  of  compliance  simply 
because  they  cannot  keep  up  with  policy  changes. 

Because  many  Federal  requirements  are  unworkable, 
States  often  devise  more  feasible  policy  alternatives; 
usually  these  administrative  alternatives  are  out  of 
compliance. 

States  are  out  of  compliance  on  many  issues  pri- 
marily because  they  have  misinterpreted  Federal  law  or 
regulations. 

Non-compliance  also  stems  from  the  fact  that  States 
object  to  certain  Federal  policies  and  avoid  implementing 
them. 

There  is  a  lot  of  pressure  on  Federal  authorities 
to  not  raise  compliance  issues  because  of  the  involved 
process  of  calling  a  compliance  hearing  and  because  the 
fiscal  penalties  on  States  are  severe. 
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paying  the  health  bills  of  the  beneficiaries.   All  other  administra- 
tive functions  are  essentially  controls  of  the  accurate  implementa- 
tion of  these  two. 

Looking  first  at  efficiency  of  the  eligibility  determination 
process  itself,  critical  factors  are  the  quality  of  the  eligibility 
staff,  the  training  and  supervision  they  receive,  and  the  conditions 
under  which  they  must  work.   Section  4.6.1  examines  the  continuing 
problems  that  States  are  having  with  heavy  caseloads ,  high  staff 
turnover,  inadequate  training,  and  office  organization — all  of  which 
negatively  affect  local  office  operations. 

Another  salient  aspect  of  State  operations  which  affects  eligi- 
bility determination  as  well  as  the  claims  payment  function  is  the 
State's  data  processing  system  capabilities.   Section  4.6.2  examines 
the  quality  of  States'  automated  eligibility  files,  i.e.,  their  ef- 
forts to  collect  eligibility  data,  and  their  capabilities  to  store 
and  use  this  data  for  both  eligibility  determination  and  claims  pay- 
ment purposes.   Also  discussed  in  this  section  are  the  serious  inade- 
quacies in  State  collection  and  tabulation  of  aggregate  eligibility 
data  for  reporting  and  evaluation  purposes. 

4.6.1  Problems  in  Eligibility  Staffing 

In  light  of  both  the  tremendous  amounts  of  money  expended  on 
Medicaid  eligibles  and  the  complexities  of  Medicaid  eligibility  poli- 
cies, the  accuracy  and  efficiency  of  the  eligibility  determination 
staff  are  extremely  important.   It  is  essential  that  eligibility 
staff  be  well-qualified,  well-trained,  and  working  under  conditions 
which  are  conducive  to  effective  job  performance.   Unfortunately, 
Medicaid  eligibility  staffing  suffers  from  problems  with  high  case- 
load-to-worker ratios,  inadequate  job  requirements,  insufficient 
training  and  guidance  of  local  office  eligibility  staff,  high  staff 
turnover,  and  insufficient  work  specialization,  as  presented  in 
Exhibit  4-13  following  this  page.   States  report  that  many  of  these 
problems  are  directly  attributable  to  fiscal  constraints  on  their 
administrative  budgets. 
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EXHIBIT  4-13 
SUMMARY  OF  PROBLEMS  AMONG  STATES  IN  MEDICAID  ELIGIBILITY  STAFFING 


ELIGIBILITY  STAFFING 

Almost  all  nine  study  States  considered  understaf fing  to  be  a 
serious  problem  in  the  internal  operations  of  the  Medicaid 
program. 

With  staff  shortages  and  consequent  heavy  caseloads,  workers 
simply  do  not  have  the  time  to  gather  all  the  case  information 
that  is  needed  and  to  perform  all  the  verifications  that  are  re- 
quired. 

The  extent  to  which  a  caseload  size  is  tolerable  depends  on 
several  factors: 

(a)  the  level  of  sophistication  of  the  State's  data  pro- 
cessing system, 

(b)  urban  versus  rural  location  of  the  local  office,  and 

(c)  type  of  caseload,  i.e.,  medically  needy,  spend-down, 
institutional,  AFDC,  or  adult. 

All  States  reporting  the  problem  of  understaf fing  attributed  it  to 
fiscal  constraints  on  their  adminisistrative  budgets. 

JOB  QUALIFICATIONS 

In  some  States  with  relatively  loose  job  requirements,  program 
staff  have  indicated  that  eligibility  workers  often  are  not 
sufficiently  qualified  to  do  their  jobs  effectively. 

Generally,  States  with  loose  job  requirements  say  that  they  are 
prevented  from  upgrading  the  calibre  of  their  eligibility  staff 
because  they  cannot  afford  to  pay  the  kind  of  salaries  that  attract 
better-qualified  staff. 

STAFF  TRAINING 

Many  new  workers  receive  minimal,  if  any,  pre- job  training  and 
must,  therefore,  learn  program  policies  and  procedures  on-the-job. 

Some  States  do  not  provide  uniform  Statewide  training  to  eligi- 
bility workers  and,  as  a  result,  policy  implementation  varies 
considerably  among  local  offices. 

States'  efforts  in  the  area  of  training  are  greatly  hindered  by 
the  continuing  stream  of  changes  in  Federal  policy. 

STATE  POLICY  DISSEMINATION 

In  some  States,  eligibility  manuals  are  well-written  and  easily 
understood  by  agency  staff,  while  others  are  out-of-date,  poorly 
written,  and  poorly  organized. 

The  effectiveness  of  the  State  manual  revision  process  varies 
tremendously  among  States. 

States  reported  that  they  are  given  inadequate  lead  time  before 
new  regulations  take  effect,  and  therefore,  it  is  difficult  for 
them  to  update  their  manuals  on  a  timely  basis. 

STAFF  TURNOVER 

Overall,  eligibility  worker  turnover  seems  to  average  around 
twenty  percent  annually,  although  there  is  wide  variation  within 
States  between  urban  and  rural  areas. 

Generally,  States  feel  that  staff  turnover  is  a  problem;  however, 
in  the  last  five  years ,  the  problem  has  been  somewhat  eased 
because  of  rising  unemployment  rates  in  the  rest  of  the  job 
market. 

To  a  great  extent,  it  appears  that  the  problem  of  turnover  among 
staff  is  a  direct  result  of  understaf fing  and  overwork. 

The  problem  of  staff  turnover  in  many  States  is  further  aggravated 
by  the  fact  that  there  is  only  limited  upward  mobility  in  the 
eligibility  worker's  job,  especially  compared  with  the  more  at- 
tractive position  of  social  service  workers. 
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EXHIBIT  4-13,  cont, 


SPECIALIZATION  IN 
LOCAL  OFFICES 


Often  in  local  offices  which  do  not  have  staff  who  specialize  in 
Medicaid,  workers  find  it  difficult  to  understand  and  keep  up  to 
date  on  Medicaid  eligibility  policies,  especially  given  the 
various  other  policy  areas  they  must  keep  up  with  (AFDC,  Food 
Stamps,  SSI) . 
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Problems  with  Understaffing 

Almost  all  nine  study  States  considered  understaf fing  to  be  a 
serious  problem  in  the  internal  operations  of  the  Medicaid  program. 
This  problem  is  particularly  significant  when  one  considers  the  tre- 
mendous cost  implications  of  workers'  Medicaid  eligibility  decisions. 
Because  each  applicant  approved  for  Medicaid  potentially  could  use 
thousands  of  dollars  in  health  benefits,  it  is  critical  that  eligi- 
bility workers  scrupulously  review  all  applications.   However,  with 
staff  shortages  and  consequent  heavy  caseloads,  workers  simply  do  not 
have  the  time  to  gather  all  the  information  that  is  needed  and  to 
perform  all  the  verifications  that  are  required.   As  a  result,  it  is 
likely  that  the  accuracy  of  their  eligibility  decisions  suffers  and 
that  the  amount  of  program  expenditures  for  those  who  are  ineligible 
rises  (despite  MEQC  results  to  the  contrary).*   In  Illinois,  where 
caseload  ratios  are  extraordinarily  high,  the  most  common  cause  of 
quality  control  errors  was  determined  to  be  insufficient  verification 
of  information.   When  questioned  about  this  fact,  Illinois  workers 
reported  that  they  often  do  not  have  the  time  to  obtain  all  of  the 
verifications  that  are  required  because  of  the  heavy  caseloads. 

Exhibit  4-14  presents  caseload  to  staff  ratios  in  the  nine 
study  States.   When  asked  what  they  considered  to  be  the  maximum 
caseload  size  that  workers  could  handle  well ,  State  program  staff 
gave  answers  of  between  one  and  two  hundred  cases  per  worker.   As  one 
can  see  from  the  actual  figures,  States'  caseload  ratios  tend  to  ex- 
ceed the  maximum  manageable  size.   However,  in  analyzing  these 
figures,  it  is  important  to  note  that  the  extent  to  which  a  caseload 
size  is  tolerable  depends  on  several  factors.   These  are:   (a)  the 
level  of  sophistication  of  the  State's  data  processing  system, 
(b)  urban  versus  rural  location  of  the  local  office ,  and  (c)  type  of 
caseload,  i.e.,  medically  needy,  spend-down,  institutional,  AFDC,  or 
adult. 

In  States  which  have  a  sophisticated  computer  system,  the  amount 
of  time  a  worker  must  spend  in  determining  and  redetermining  eligi- 
bility is  considerably  reduced  because  the  computer  can  edit  forms, 


*As  pointed  out  in  Section  4.4.2,  MEQC  results  show  that  ineli- 
gibility rates  are  low.   However,  as  also  noted,  there  is  reason  to 
doubt  the  validity  of  these  results. 
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EXHIBIT  4-14 

CASELOAD  TO  STAFF  RATIOS 
IN  THE  NINE  STUDY  STATES 


1   -  ■  ■ 

STATE 

AVERAGE  CASELOAD  SIZE 

Alabama 

140-150  (estimate) 

Illinois 

CN  AABD  -  305 

CN  AFDC  -  178 

MN-Non- institutionalized  -  447 

MN-Institutionalized  -  191 

Missouri 

Not  Available 

New  York 

Not  Available 

North  Dakota 

203 

Oklahoma 

250  (estimate) 

Oregon 

CN  AFDC  -  123 
Institutional  -  220 
Optional  Supplement  and 
Medically  Needy  Adult  -  300 

West  Virginia 

73 

Wisconsin 

Not  Avaiable 
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perform  calculations,  supply  historical  information  on  the  client, 
and  keep  track  of  needed  case  actions.   Therefore,  in  those  States, 
workers  can  manage  higher  caseloads  than  in  States  with  less  advanced 
data  systems.   For  example,  Medicaid  staff  in  Oklahoma,  a  State  which 
has  an  extremely  sophisticated  computer  system,  feel  that  a  caseload 
size  of  200  is  manageable,  while  staff  in  most  other  States  feel  that 
anything  more  than  100  to  150  cases  per  worker  is  too  high  for 
workers  to  manage  effectively. 

Further,  workers  in  rural  offices  generally  can  handle  larger 
caseloads  than  those  in  urban  areas  because  verification  is  less 
difficult  and  time-consuming  in  rural  areas.   Workers  in  rural  areas 
are  more  likely  to  be  personally  acquainted  with  applicants  and  with 
applicants'  employers,  doctors,  bankers,  and  others  involved  in 
verifying  eligibility  data;  whereas  in  urban  areas,  workers  seldom 
know  anything  about  an  applicant  in  advance.   Further,  in  urban  areas, 
obtaining  information  and  verification  from  outside  sources  takes 
longer  because  employers,  bankers,  landlords,  doctors,  and  others  are 
busier  in  urban  areas  and,  thus,  less  helpful  in  the  verification 
process.   Unfortunately,  in  nearly  every  State  where  caseload  problems 
were  reported,  caseloads  were  said  to  be  heaviest  in  urban  areas. 

Third,  certain  types  of  caseloads  take  more  worker  time  than 
others.   AFDC  cases  generally  take  a  lot  of  worker  time  both  because 
their  incomes  tend  to  fluctuate  and  because  they  must  be  redetermined 
more  frequently  than  adult  cases.   Yet,  non-institutional  spend-down 
cases  probably  take  up  more  worker  time  than  any  other  kind  of  case. 
Often  in  a  non-institutional  spend-down  case ,  the  worker  must  contin- 
ually meet  with  the  client  to  monitor  his/her  incurment  of  medical 
expenses.   Also,  in  such  cases,  the  verification  process  involves  the 
task  of  verifying  medical  expenses,  in  addition  to  verifying  income 
and  resources.   With  this  fact  in  mind,  the  caseload  ratio  in  Illinois 
for  non- institutional  medically  needy  recipients,  of  which  the  vast 
majority  are  spend-downers ,  should  be  viewed  as  extraordinarily  high. 
Not  surprisingly,  the  Illinois  workers  who  handle  this  type  of  case- 
load stated  that  understaffing  is  by  far  the  most  severe  problem  they 
face  in  determining  Medicaid  eligibility. 

All  States  reporting  the  problem  of  understaffing  attributed  it 
to  fiscal  constraints  on  their  administrative  budgets.   State  staff 
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feel  that  the  Federal  government  is  partly  responsible  for  the  tight 
administrative  budgets  because  it  minimizes  the  incentive  for  States 
to  spend  money  on  program  administration  by  providing  a  lower  match 
for  administrative  costs  than  for  benefits.  When  asked  what  they 
would  do  with  a  twenty-five  percent  increase  in  their  administrative 
budget,  program  staff  in  almost  all  States  responded  that  they  would 
recommend  putting  the  money  toward  additional  eligibility  workers. 

Job  Qualifications 

The  quality  of  eligibility  staff  also  adversely  affects  eligi- 
bility determination  operations  in  some  States.   States  are  free  to 
set  job  requirements  as  they  wish,  and  as  a  result,  qualifications 
vary  from  State  to  State.   As  shown  in  Exhibit  4-15,  worker  job  re- 
quirements range  from  high  school  equivalency  with  no  work  experience , 
to  four  years  of  college,  to  six  years  of  combined  college  and  job- 
related  experience.   Generally,  States  with  more  demanding  job  re- 
quirements are  more  satisfied  with  the  quality  of  their  workers.   In 
some  States  with  less  strict  job  requirements,  program  staff  have 
indicated  that  eligibility  workers  often  are  not  sufficiently  quali- 
fied to  do  their  jobs  effectively.   State  staff  in  Wisconsin,  where 
case  aides  have  to  have  only  a  high  school  degree  or  its  equivalent, 
made  special  mention  of  this  point. 

Illinois  provides  another  case  in  point.   In  that  State,  case- 
workers at  the  entry  level  (Caseworker  II)  are  required  only  to  have 
completed  two  years  of  college.   No  job  experience  is  necessary. 
Theoretically,  Caseworker  II' s  spend  their  first  year  as  apprentices, 
working  under  close  supervision;  however,  local  offices  sometimes  are 
short-staffed,  and  Caseworker  II' s  may  work  as  independently  as  the 
more  experienced  workers.   State  staff  are  concerned  by  this  fact 
because  they  feel  that  entry  level  workers  are  not  equipped  to  handle 
eligibility  determination  independently. 

Generally,  States  with  low  job  requirements  say  they  are 
prevented  from  upgrading  the  calibre  of  their  eligibility  staff 
because  they  cannot  afford  to  pay  the  kind  of  salaries  that 
attract  better  qualified  staff.   However,  it  is  not  clear  from 
comparing  staff  qualifications  and  staff  salaries  among  States 
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that  higher  salaries  are  necessary  to  attract  staff  with  better 
qualifications.   For  example,  Alabama,  which  requires  four  years 
of  college,  pays  new  workers  only  $351  per  month.   While  Illi- 
nois, which  requires  only  two  years  of  college,  pays  new  workers 
almost  twice  as  much  ($716).   Obviously,  this  crude  comparison 
does  not  prove  that  higher  salaries  are  not  necessary  to  get 
qualified  staff.   Certainly  there  are  many  other  factors  in- 
volved such  as  cost  of  living  differences,  differences  in  the 
job  market,  unionization,  and  so  forth.   However,  it  does  tend 
to  cast  doubt  on  the  theory  that  higher  salaries  will  bring  more 
qualified  staff. 

Staff  Training 

Yet  another  staffing  problem  in  the  Medicaid  program  is  the 
amount  and  quality  of  training  eligibility  workers  receive.   Training 
is  widely  recognized  as  crucial  to  increasing  workers'  efficiency 
and  to  ensuring  that  eligibility  policies  are  properly  carried  out. 
However,  the  quality  of  training  efforts  is  suffering  in  many 
States.   These  States  report  that  the  level  of  training  provided 
is  extremely  limited  by  constraints  on  the  State's  administrative 
budget  for  Medicaid.   Generally,  these  are  the  same  States  which 
are  experiencing  considerable  problems  with  understaf fing.   The 
greatest  inhibitors  of  thorough  training  appear  to  be  the  intense 
pressure  to  move  new  workers  into  their  jobs  right  away  and  the 
difficulty  of  taking  veteran  workers  off  the  job  for  retraining  when 
policies  are  revised. 

With  regard  to  training  new  workers,  many  receive  minimal 
if  no  pre-job  training  and  must  therefore  learn  program  poli- 
cies and  procedures  on  the  job.   Accordingly,  there  is  no  assur- 
ance that  workers  thoroughly  understand  the  program  and  are 
applying  eligibility  requirements  properly.   Even  on-going 
workers  need  considerable  training  because  policy  is  constantly 
changing.   Yet,  due  largely  to  understaf fing,  many  States  cannot 
afford  to  take  up  worker  time  to  provide  all  of  the  on-going 
training  that  is  needed.   As  a  result,  workers  must  rely  on 
written  information  from  the  State  to  learn  new  policy. 
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Another  training  issue  is  the  extent  to  which  training  is  uni- 
form.  Most  training  is  done  by  eligibility  supervisors  in  local 
welfare  offices.   Supervisors  check  over  workers'  cases  and  sometimes 
assist  them  in  taking  case  actions .   Although  some  States  have  train- 
ing units  in  their  central  offices  which  provide  uniform  Statewide 
training  to  eligibility  workers,  many  States  rely  entirely  on  staff 
in  their  local  offices  to  train  workers. 

Theoretically,  policy  implementation  would  be  uniform  if  workers 
closely  followed  written  materials  disseminated  by  State  central 
offices.   However,  our  interviews  with  local  staff  in  the  study 
States  revealed  that  many  workers  never  bother  to  read  policy  mater- 
ials; generally,  they  rely  on  policy  guidance  from  their  supervisors 
and  from  other  workers.   As  a  result,  policy  implementation  varies 
considerably  among  local  offices. 

Of  the  study  States,  Oklahoma  has  a  training  program  which  is 
worthy  of  note.   It  is  a  hierarchical  system  of  training  that  is  con- 
trolled by  the  State  office.   District  field  representatives  receive 
training.   Then  they  go  to  the  field  to  hold  district  training  ses- 
sions for  the  local  office  administrators  and  eligibility  supervisors 
in  their  district.   Central  office  staff  also  participate  in  these 
training  sessions  to  insure  that  the  field  representatives  are  teach- 
ing policy  properly.   County  administrators  and  supervisors,  in  turn, 
train  eligibility  workers  in  the  county  offices  with  the  assistance 
of  the  district  field  representatives.   In  this  way,  all  teachers  of 
policy  are  trained  twice.   Further,  the  State  has  an  extensive 
two  week  pre-service  training  program  that  is  provided  to  all  new 
eligibility  workers  at  the  State  central  office.   State  staff 
feel  that  this  training  system  insures  that  eligibility  poli- 
cies are  uniformly  implemented  throughout  the  State. 

Missouri,  too,  has  an  extensive  training  program  and  is 
pleased  with  its  efforts  in  this  area.   Particularly  noteworthy 
is  the  fact  that  they  have  assigned  responsibility  for  both  re- 
training and  manual  development  to  one  unit  in  the  State  central 
office.   This  arrangement  permits  manual  writers  to  learn  from 
results  of  training  programs  and  ensures  that  training  will 
incorporate  the  latest  changes  in  manual  materials. 
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States'  efforts  in  the  area  of  training  are  greatly  hindered  by 
the  continuing  stream  of  changes  in  Federal  policy.   Workers  are 
constantly  having  to  learn  new  procedures  and  unlearn  what  they  have 
previously  been  taught.   Retraining  staff  whenever  policy  changes  are 
made  is  virtually  impossible.   Instead,  States  disseminate  written 
policy  materials  to  keep  workers  in  local  offices  apprised  of  changes 

State  Policy  Dissemination 

The  manual  revision  process  is  supposed  to  be  the  primary 
source  of  policy  guidance.   However,  as  mentioned  earlier,  there 
are  indications  that  many  workers  do  not  read  the  manuals. 
Furthermore,  the  coherency  of  the  manual  revision  process  varies 
tremendously  among  States.   There  are  a  couple  of  reasons  for 
this  fact.   First,  the  quality  of  the  manuals  themselves 
varies  among  States.   Some  State  eligibility  manuals  are  well- 
written  and  easily  understood  by  agency  staff ,  while  others  are 
out-of-date,  poorly  organized  and  poorly  written.   Second, 
States  vary  in  the  extent  to  which  they  transmit  policy  through 
the  manual  revision  process.   Some  States  assiduously  try  to 
keep  their  manuals  updated.   When  a  policy  change  is  made, 
it  is  incorporated  directly  into  the  manual  as  soon  as  possible. 
Other  States  rely  heavily  on  administrative  letters  to  apprise 
local  offices  of  policy  changes.   A  particular  disadvantage  to  this 
latter  procedure  is  that  it  is  difficult  for  workers  to  integrate 

the  various  issuances  into  a  coherent  body  of  policy.   A  greater 
amount  of  continuity  and  consistency  is  provided  by  the  manual 
revision  process.   One  of  the  study  States  which  uses  admini- 
strative letters  to  disseminate  policy  noted  that,  although 
this  process  is  less  coherent,  it  is  a  far  more  expeditious 
way  of  disseminating  policy  than  the  manual  revision  process. 
They  added  that  if  they  had  more  "lead  time"  before  new  regula- 
tions take  effect,  it  would  be  easier  for  them  to  update  their 
manual  materials  on  a  timely  basis. 

In  any  case,  the  main  problem  with  the  flow  of  infor- 
mation  is  that  the  persons  who  most  need  to  be  current  on  eli- 
gibility requirements,  the  local  eligibility  staff,  are  often 
the  least  well-informed.   This  fact  can  only  work  to  the  detri- 
ment of  efficient  program  operations. 
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Caseworker  Turnover 

Yet  another  problem  in  the  area  of  staffing  is  high  turnover. 
Because  of  the  amount  of  effort  expended  in  training  caseworkers  and 
because  on-the-job  experience  is  particularly  necessary  for  quality 
performance  in  Medicaid  eligibility,  a  high  worker  turnover  rate  can 
be  a  significant  detriment  to  program  operations. 

Exhibit  4-16  shows  current  caseworker  turnover  rates  in  the 
nine  study  States.   Overall,  turnover  seems  to  be  around  twenty  per- 
cent annually,  although  there  is  a  wide  variation  within  States  be- 
tween urban  and  rural  areas.   Generally,  States  feel  that  turnover  is 
a  problem;  however,  the  problem  has  considerably  lessened  in  the  last 
five  years  probably  due  to  rising  unemployment  rates.   In  fact,  in 
some  areas,  the  tight  job  market  has  contributed  to  an  increase  in 
staff  quality.   However,  State  staff  feel  that  reduced  turnover  rates 
are  almost  totally  contingent  on  the  state  of  the  economy,  and  the 
root  causes  of  worker  turnover  remain. 

To  a  great  extent,  the  problem  of  turnover  among  eligibility 
staff  appears  to  be  a  direct  result  of  heavy  workloads.   Thus,  State 
efforts  to  alleviate  the  problem  of  understaf fing  could  have  bene- 
ficial side  effects  in  the  area  of  turnover.   However,  the  turnover 
problem  can  also  be  attributable  to  low  salaries,  poor  working  condi- 
tions, and  limited  upward  mobility.   These  issues,  as  well,  need  to 
be  addressed.   Yet,  as  with  caseload  ratios,  efforts  to  improve  the 
current  situation  would  probably  require  that  States  increase  their 
administrative  budgets.   At  present,  very  few  can  afford  to  do  so. 

One  State,  Oklahoma,  has  made  significant  efforts  to  overcome  the 
causes  of  high  turnover  by  taking  steps  to  both  upgrade  the  working 
facilities  and  increase  worker  salaries.   Since  the  State  began  ef- 
forts in  this  area  a  few  years  ago,  caseworker  turnover  has  decreased 
from  thirty- five  to  seventeen  percent.   State  staff  indicated  that 
the  quality  of  caseworkers  has  also  significantly  increased.   However, 
it  should  be  noted  that  it  is  not  clear  how  much  the  general  state  of 
the  economy  has  contributed  to  the  reduction  of  turnover  and  the 
increase  in  staff  quality. 

The  problem  of  staff  turnover  in  many  States  is  further  aggra- 
vated by  the  fact  that  there  is  only  limited  upward  mobility  in  the 
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EXHIBIT   4-16 

ANNUAL   ELIGIBILITY   WORKER   TURNOVER 
IN   THE    NINE    STUDY    STATES 


STATE 

ANNUAL  TURNOVER  RATE 

Alabama 

26  -  28% 

Illinois 

15  -  18%  (estimated) 

Missouri 

20  -  25% 

North  Dakota 

16.5% 

New  York 

Range  among  counties 
from  4%  -  70% 

Oklahoma 

17% 

Oregon 

6% 

West  Virginia 

20  -  25% 

Wisconsin 

Not  Available 

4-114 


eligibility  worker's  job,  especially  compared  with  the  more  attrac- 
tive position  of  social  service  workers.   The  upward  mobility  of 
eligibility  workers  is  restricted  primarily  for  two  reasons.   First, 
since  the  separation  of  services  from  cash  assistance  in  the  early 
'70s,  the  job  of  eligibility  worker  has  traditionally  had  a  clerical 
image,  in  spite  of  the  fact  that  the  nature  of  eligibility  work  is 
getting  less  clerical  as  the  complexity  of  the  determination  process 
increases.   The  limited  career  ladder  for  eligibility  workers  reflects 
the  perception  that  they  serve  only  a  clerical  function.   Service 
workers,  in  contrast,  are  regarded  more  as  professionals.   They  are 
usually  paid  more  from  the  entry  level  job  through  the  supervisor's 
level. 

A  second  factor  affecting  the  career  potential  for  eligibility 
jobs  is  that  State  administrative  budgets  for  Medicaid  and  cash  as- 
sistance are  usually  constrained.   The  Federal  matching  rate  for 
administrative  costs  in  these  areas  is  only  fifty  percent,  whereas 
States  may  receive  a  higher  match  for  benefit  payments.   Thus, 
States  feel  somewhat  constrained  in  trying  to  upgrade  the  calibre 
of  their  eligibility  staff  by  providing  higher  pay  and  greater 
opportunity  for  advancement.   Administrative  budgets  for  State 
social  service  programs,  on  the  other  hand,  are  less  restricted 
because  the  Federal  matching  rate  for  that  program  (75%)  is  higher 
(although  total  FFP  is  limited  to  the  State's  services  budget  ceil- 
ing) .   Thus ,  the  social  service  program  can  more  easily  afford  to 
extend  the  career  ladder  higher  and  offer  higher  pay.   Consequently, 
many  eligibility  workers  who  reach  the  top  of  their  career  ladder 
transfer  to  the  social  service  area  where  opportunities  are  greater, 
job  pressures  are  less,  and  pay  is  higher.   The  impact  of  this  fact 
on  the  quality  of  eligibility  staff  is  obviously  negative. 

Specialization  in  Local  Offices 

Currently  in  offices  which  do  not  have  staff  who  specialize  in 
Medicaid,  workers  often  feel  extremely  inadequate  in  dealing  with 
Medicaid  eligibility  determinations,  particularly  when  a  medically 
needy  program  exists.   Their  concerns  are  that  it  is  difficult 
to  understand  and  keep  up-to-date  on  the  myriad,  complex  Medicaid 
eligibility  policies,  especially  given  the  various  other  policy 

4-115 


areas  they  must  keep  up  with  (AFDC,  Food  Stamps,  SSI).   Workers 
generally  prefer  to  have  areas  of  competence  divided  according  to 
discrete  aspects  of  eligibility  determination.   In  that  way, 
the  body  of  policy  they  must  learn  and  apply  is  considerably  more 
manageable. 

However,  specialization  at  the  county  level  is  not  always 
feasible.   The  need  for  it  varies  according  to  both  the  nature  and 
size  of  the  caseload.   Unless  the  degree  of  specialization  is 
geared  to  the  type  and  volume  of  cases  handled  in  a  local  office, 
organizational  problems  are  likely  to  occur. 

Our  experience  with  the  study  States  have  shown  that  spe- 
cialization is  most  appropriate  in  urban  offices  where  the  case- 
load is  large.   In  such  instances,  efficiencies  can  be  achieved  by 
assigning  workers  to  discrete  areas  of  eligibility  determination, 
i.e.,  AFDC,  Medicaid,  Food  Stamps.   Some  local  offices  even  maintain 
a  separate  eligibility  determination  unit  for  nursing  home  cases. 
Given  the  complexity  of  eligibility  determination  policy  regarding 
institutionalized  persons,  this  practice  seems  to  be  extremely  useful 
in  areas  where  the  size  of  the  caseload  warrants  breaking  down  the 
eligibility  determination  function  into  distinct  pieces. 

In  small  rural  offices,  on  the  other  hand,  specialization 
is  inappropriate.   In  those  offices,  the  caseload  is  usually 
a  manageable  size.   Further,  in  small  communities,  the  workers1 
major  task,  that  of  verifying  eligibility  data,  is  generally 
less  time-consuming  because  workers  often  know  applicants  per- 
sonally.  Thus,  each  worker  can  more  readily  be  expected  to 
handle  all  aspects  of  eligibility  determination. 

One  of  the  rural  study  States,  West  Virginia,  uses  the 
generic  worker  concept  in  most  areas  of  the  State.   According  to 
this  approach,  each  eligibility  worker  handles  AFDC,  food  stamps, 
and  Medicaid  eligibility.   Local  workers  prefer  this  staff  approach 
for  a  number  of  reasons:   (1)  the  caseload  can  be  distributed  more 
evenly;  (2)  the  worker's  job  has  greater  variety;  (3)  clients  stand 
to  gain  from  a  greater  amount  of  contact  with  one  worker;  and 
(4)  there  is  less  duplication  of  effort  because  cases  do  not  have 
to  be  reprocessed  for  the  various  programs.   Also,  if  worker 
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turnover  occurs,  it  is  easier  for  the  caseload  to  be  shifted  under 
a  generic  system. 

State  officials  noted  that  they  have  not  pushed  the  generic 
concept  in  every  area  of  the  State  because  they  feel  that  it 
should  be  applied  only  in  areas  with  a  fairly  stable  staff. 
Further,  they  said  that  the  generic  concept  is  becoming  in- 
creasingly difficult  to  use  as  eligibility  requirements  become 
more  complex. 

In  summary,  the  generic  approach  to  staffing  local  offices 
has  organizational  and  administrative  advantages.   However,  it 
becomes  infeasible  as  caseload  size  increases.   Offices  with 
large  caseloads  operate  most  efficiently  when  specialization  is 
used  instead. 

4.6.2   Data  Needs  and  Systems  Capabilities 

Since  there  is  so  much  information  which  has  to  be  collected 
to  determine  eligibility  for  a  Medicaid  applicant,  an  adminis- 
trative review  would  not  be  complete  without  a  careful  look  at 
what  data  is  collected  at  various  points  in  the  Medicaid  system, 
how  it  is  collected  and  stored,  and  how  it  is  used.   There  are 
three  points  of  interest — the  application  form,  the  case  record,  and 
the  Medicaid  eligibility  file.   Exhibit  4-17  summarizes  the  problems 
with  each  of  these  points  in  State  eligibility  systems. 

Application  Form 

There  is  so  much  else  to  worry  about  in  operating  a  State 
Medicaid  program  that  often  little  thought  or  effort  has  gone 
into  the  design  of  the  application  form.   Typically,  States 
have  been  very  concerned  in  their  applications  about  collecting 
the  data  necessary  to  determine  cash  assistance  eligibility, 
but  they  have  not  been  as  sensitive  to  data  needed  for  Medicaid  pur- 
poses.  Yet  there  are  some  special  types  of  information  critical  to 
Medicaid  eligibility  which  should  be  collected  on  the  application  form. 
These  data  include  facts  necessary  to  determine  whether  or  not  retro- 
active coverage  is  needed,  what  expenses  might  be  used  toward  a  spend- 
down,  and  what  health  insurance  coverage  exists  (private  or  Medicare) . 
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Some  States  touch  on  these  areas  in  their  application  forms  but 
they  do  not  elicit  the  exact  information  needed.   Listed  below  are 
key  types  of  data  which  should  be  on  an  application  form  for  Medicaid 
purposes,  but  are  frequently  missing: 

•  Private  Health  Insurance 

-  policy  name 

-  policy  number 

-  type  of  coverage 

-  premium  cost 

•  Me  di  c  are  Cove  r  age 

-  claim  number 

-  Part  B  coverage 

•  Recent  Medical  Expenses 

-  yes/no  indication 

-  history  of  expenses 

(date,  provider,    and  amount) 

-  whether  accident-related 

Exhibit  4-18,  following  this  page,  shows  for  the  study  States  the 
extent  to  which  this  information  is  included  on  the  Medicaid  applica- 
tion forms.   Almost  all  of  the  study  States  collect  some  of  the  data 
important  to  Medicaid,  but  most  were  lacking  in  several  of  the  areas. 
Four  States  (Alabama,  Illinois,  Missouri,  and  Oregon)  had  serious  de- 
ficiencies.  For  example,  two  of  them  did  not  even  collect  the  name 
of  the  private  health  insurance  carrier  on  the  application  form. 

Of  course,  this  does  not  necessarily  mean  that  this  data  is  not 
collected.   Anyone  who  is  familiar  with  case  records  knows  the  assort- 
ment of  forms  and  type  of  documentation  which  are  often  used  in  addi- 
tion to  the  application  form  to  collect  needed  information.   However, 
information  collected  in  such  a  manner  is  more  difficult  to  retrieve, 
and  the  process  of  collecting  it  is  more  burdensome  to  both  the  appli- 
cant and  the  worker. 

As  an  example  of  an  application  form  with  a  good  Medicaid 
data  section,  Exhibit  4-19  is  an  excerpt  from  the  Wisconsin  appli- 
cation. 

It  should  be  pointed  out  that  States  have  a  variety  of 
approaches  to  application  forms.   Some  use  separate  forms  for 
AFDC,  Optional  Supplementation  to  SSI,  Medicaid,  and  Food  Stamps. 
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Others,  particularly  within  the  last  couple  of  years,  have  consolidated 
forms  into  one  multi-purpose  application  for  all  major  programs.   For 
example,  Wisconsin  has  a  nineteen  page  form  for  "Financial/Medical 
Assistance  and/or  Food  Stamps."   The  multi-purpose  form  has  consider- 
able appeal:   it  reduces  the  number  of  forms  both  workers  and  appli- 
cants have  to  deal  with;  it  helps  standardize  data  elements  and  thus 
promotes  cross-program  analysis;  and  it  enables  workers  to  quickly  de- 
termine the  major  programs  for  which  applicants  qualify. 

Of  the  nine  study  States,  Wisconsin,  Oregon,  North  Dakota,  and 
West  Virginia  had  multi-purpose  forms  currently  in  use.   However,  many 
States  are  recognizing  the  usefulness  of  such  an  approach  and  are 
moving  in  that  direction. 

Case  Records 


As  mentioned  above,  usually  considerably  more  information  is  col- 
lected on  a  Medicaid  case  than  what  is  contained  on  the  application 
form.   To  complete  the  approval  process,  numerous  forms  are  almost 
always  required,  particularly  when  a  case  has  assets  or  income.   Typi- 
cally, for  a  given  case  there  are  also  copies  of  receipts,  cancelled 
checks,  important  correspondence,  medical  information,  and  other 
papers  important  to  case  verification.   Since  most  Medicaid  cases  are 
active  for  more  than  one  eligibility  period,  the  documentation  for  a 
case  can  become  quite  voluminous  over  time  as  redeterminations  occur. 

The  repository  for  all  this  assorted  information  is  the  case 
record;  supposedly,  it  contains  all  the  critical  eligibility  data. 
Theoretically,  one  should  be  able  to  pull  a  case  record  and  quickly 
determine  if  all  the  Medicaid  eligibility  criteria  have  been  satisfied 
for  a  given  time  period.   This  is  exactly  what  happens  for  a  quality 
control  check. 

In  some  State  and  local  welfare  offices,  the  case  record  in  fact 
does  contain  all  the  information  one  would  expect.   But  for  too  many 
offices  this  is  not  the  situation.   Case  records  often  become  practi- 
cally irretrievable  in  some  States  because  of  outdated  or  disorganized 
filing  systems.   Application  forms  often  are  stuffed  in  cardboard 
boxes,  with  no  alphabetization  or  numbering  scheme.   For  many  families, 
a  new  record  is  started  every  time  the  family  comes  in,  thereby  causing 
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a  tremendous  amount  of  duplication  of  effort  and  the  loss  of  important 
historical  information  on  the  case. 

Other  problems  with  case  records  include  totally  inadequate  docu- 
mentation for  verification  purposes.   Often,  a  case  record  can  be 
pulled,  and  it  is  clear  that  the  case  was  approved,  but  there  is  no 
indication  that  the  income  or  resources  reported  by  the  applicant  were 
ever  verified.   As  indicated  in  Section  4.4  on  quality  control,  one  of 
the  leading  causes  of  errors  is  mistakes  made  in  verifying  resources, 
or  the  total  lack  of  such  verification. 

All  this  makes  a  difference  to  Medicaid  eligibility  because  the 
case  record  is  such  an  important  source  of  information.   In  particular, 
an  effective  quality  control  system  is  impossible  without  good  case 
records.   In  New  York  City,  for  example,  some  fifty  percent  of  the 
cases  cannot  be  used  for  quality  control  purposes  because  the  case 
record  documentation  is  so  incomplete.   Good  case  records  are  important 
also  because  of  high  worker  turnover  rates.   Transferring  a  case  from 
one  worker  to  another  is  greatly  simplified  if  the  new  worker  can 
quickly  review  and  assess  the  case  history. 

There  is  probably  no  better  indicator  of  how  well-administered 
a  local  office  is  than  its  case  record  system.   Records  should  be 
easily  accessible,  and  logically  and  consistently  organized.   Each 
record  should  contain  all  the  relevant  documentation  needed  to  deter- 
mine eligibility.   For  example,  it  should  show  how  the  spend-down  lia- 
bility was  satisfied.   The  case  record  system  should  also  facilitate 
the  easy  retrieval  of  old  cases  and  permit  the  tracking  of  a  case  over 
time . 

Although  case  records  were  not  specifically  reviewed  among  the 
study  States,  it  is  a  well-estalished  fact  that  this  is  an  administra- 
tive problem  in  many  States,  particularly  in  those  with  large  urban 
areas.   Some  States  have  uniform  record  systems  statewide;  others  leave 
the  case  record  system  to  the  discretion  of  local  counties.   There  are 
no  Federal  regulations  or  guidelines  in  this  area. 
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State  Level  Medicaid  Eligibility  Files 

All  States  have  some  system  for  compiling  a  master  Medicaid  eli- 
gibility file.*  This  file  is  the  basis  for  Medicaid  card  issuance  and 
is  the  data  source  for  any  compilation  and  analysis  of  the  State's 
Medicaid  eligibility  system.   In  many  States,  there  is  not  one  Medi- 
caid eligibility  file,  but  several — a  file  for  AFDC,  one  for  SSI  recip- 
ients, and  still  another  for  medically  needy  and  institutionalized 
cases.   In  States  which  are  developing  an  MMIS  system  or  in  those  which 
use  a  multi-purpose  application  form,  there  may  be  a  consolidated  file. 

State  Medicaid  files  vary  in  the  extent  to  which  they  are  auto- 
mated and  in  their  comprehensiveness,  accuracy,  completeness,  and  use- 
fulness, as  is  discussed  below. 

Comprehensiveness .   There  are  several  types  of  data  which  should 
be  available  on  all  the  enrollees  in  a  State's  Medicaid  program. 
Beyond  the  obvious  socio-economic  data  (age,  sex,  family  composition, 
amount  and  source  of  income,  category,  etc.),  there  are  some  key  Medi- 
caid-specific  data  that  should  be  present  in  a  good  Medicaid  eligibil- 
ity file.   These  include  the  type  of  coverage  group;  date  of  beginning 
eligibility;  the  redetermination  date;  the  size  and  sources  for  the 
spend-down  liability;  the  carrier  name,  policy  number,  and  type  of  any 
third  party  insurance;  and  the  Medicare  claim  number  and  status  of 
Part  B  coverage.   The  files  should  have  the  capacity  to  keep  a  history 
of  recipients'  eligibility  status  for  several  years  both  because  some 
cases  are  intermittently  eligible,  and  because  the  date  a  claim  is 
filed  sometimes  lags  the  service  date  by  several  months. 

Few  States,  including  the  study  States,  have  this  extensive  a  data 
base  in  their  Medicaid  eligibility  files.   States  are  particularly  de- 
ficient in  the  Medicaid-specific  data.   Most  acknowledge  that  this 
range  of  information  is  highly  desirable,  but  they  lack  the  resources 
to  undertake  the  effort  to  collect  it. 


*In  some  large  county-administered  States,  such  as  California  and 
New  York,  the  master  files  are  county-based,  i.e.,  Medicaid  cards  and 
claims  are  handled  by  the  county,  not  the  State. 
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Accuracy  and  Completeness.  In  looking  at  the  input  documents  for 
many  State  Medicaid  files,  it  would  appear  that  all  the  desirable  eli- 
gibility data  is  there.  It  would  seem  to  be  a  relatively  easy  task  to 
compile  any  needed  information  on  the  Medicaid  population. 

But  that  just  isn't  so.   One  is  quickly  told  that  the  information 
on  the  forms  is  not  always  collected,  or  that  it  is  not  coded  the 
right  way,  or  that  it  is  not  always  updated,  and  so  on.   For  example, 
in  reviewing  output  from  the  Massachusetts  eligibility  file  on  a  pre- 
vious study,  USR&E  noted  that  for  the  data  field  on  health  insurance 
coverage,  fewer  than  half  of  the  AFDC  cases  had  an  entry.   Similarly, 
in  other  States,  it  has  been  found  that  neither  the  designation  of  a 
case  as  a  spend-downer  nor  the  amount  of  the  spend-down  liability  was 
entered  on  the  form  although  there  was  a  data  field  designated  for  this 
information. 

Some  of  the  most  important  information  on  the  eligibility  file 
relates,  of  course,  to  the  eligibility  period,  such  as  the  date  of 
enrollment,  the  date  of  redetermination,  the  date  of  termination,  and 
the  date  of  meeting  the  spend-down  liability.   Many  States  have  prob- 
lems in  this  area.   In  one  State,  because  only  the  date  of  enrollment 
is  used,  a  case  can  receive  a  monthly  Medicaid  card  ad  infinitum  unless 
a  local  worker  completes  an  input  document  instructing  the  computer  to 
terminate  the  case. 

Many  of  the  problems  with  inaccurate  and  incomplete  data,  no 
doubt,  are  caused  because  the  data  is  not  used.   Therefore,  there  are 
no  incentives  or  pressures  on  local  staff  to  remedy  the  situation. 
Further,  the  resources  at  the  State  level  seldom  are  adequate  to  moni- 
tor and  analyze  the  data  the  State's  system  potentially  could  generate. 

Usefulness .   Obviously,  whether  or  not  eligibility  data  is  used 
should  be  the  primary  determinant  of  its  importance  to  the  State  Medi- 
caid file.   However,  there  are  several  potential  "users"  of  Medicaid 
data,  and  their  needs  are  somewhat  different.   In  evaluating  a  State's 
Medicaid  file,  consideration  should  be  given  to  three  major  users  of 
State  eligibility  data:   the  card  issuance  and  claims  processing  unit; 
State  and  Federal  reporting  and  analysis  staff;  and  workers  and  super- 
visors in  local  offices  who  review  and  assess  office  operations.   The 
study  States  all  varied  in  the  extent  to  which  the  data  needs  of  these 
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It  is  important  to  any  State  Title  XIX  program  to  have  a  smooth 
and  efficient  linkage  between  the  eligibility  file  and  claims  process- 
ing, but  few  fully  achieve  it.   There  are  numerous  points  at  which 
interface  breaks  down.   First  of  all,  if  the  eligibility  dates  or 
client  identifying  information  are  inaccurately  completed  for  a  parti- 
cular case,  it  is  probably  only  a  matter  of  time  before  the  claims 
processing  section  finds  itself  with  an  invalid  claim.   Problems  fre- 
quently occur  with  spend-down  cases,  cases  involving  ineligible  family 
members,  cases  moving  frequently,  or  cases  with  frequent  change  in 
income  or  living  circumstances. 

Linkage  problems  also  occur  between  claims  processing  and  the 
eligibility  unit  with  regard  to  data  on  third  party  insurance.   If 
complete  information  on  insurance  coverage  is  not  on  the  eligibility 
file,  the  Medicaid  program's  chances  of  recovering  payments  from  third 
parties  are  almost  nil;  without  such  information,  the  State  would  have 
no  way  of  knowing  whether  to  check  a  claim  for  possible  insurance 
coverage.   Providers,  as  well,  would  not  be  alerted  to  this  fact 
because  there  would  be  no  insurance  indicator  on  the  Medicaid  card. 

Interprogram  transfers  are  another  area  of  confusion  between  the 
eligibility  and  claims  processing  functions.   As  cases  change  from 
categorically  needy  to  medically  needy  or  from  living  at  home  to  long 
term  care,  there  frequently  are  breakdowns  in  the  system. 

Special  State  medical  assistance  programs  represent  a  final  prob- 
lem to  internal  State  Medicaid  operations.   States  need  a  mechanism 
for  flagging  these  cases  in  their  files  so  that  improper  claims  for 
Federal  Financial  Participation  do  not  occur.   Unfortunately,  few 
States  have  the  computer  capabilities  to  isolate  non-FFP  cases. 

A  second  major  use  of  file  data  is,  of  course,  for  statistical 
reporting  and  analysis  for  both  State  and  Federal  governments.   It  is 
truly  unbelievable  what  little  efforts  have  been  made  in  this  area. 
State-level  Medicaid  eligibility  statistics  are  woefully  inadequate, 
as  was  attested  by  all  the  study  States.   For  example,  none  of  the 
study  States  with  a  medically  needy  program  could  tell  us  how  many  of 
their  medically  needy  cases  were  sp end-downers.   Neither  could  they 
tell  us  the  sizes  of  the  spend-down  liabilities.   Even  more  important- 
ly, most  of  the  study  States  could  not  tell  us  how  many  people  they 
had  enrolled  in  Medicaid  at  a  given  time.   The  three  largest  States 
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visited,  which  accounted  for  eight  times  the  Medicaid  expenditures  of 
the  other  six  combined,  were  all  unable  to  provide  an  unduplicated 
count  of  the  number  of  persons  who  had  been  eligible  to  receive  Medi- 
caid services  at  some  time  in  fiscal  year  1975. 

Since  all  Federal  reports  call  for  the  number  of  Medicaid  recipi- 
ents (i.e.,  those  who  use  Medicaid  services),  most  States  compile 
their  statistics  on  this  basis.   Some  States  do  not  even  do  this — New 
York  has  not  fully  completed  Federal  Medicaid  reports  on  their  recipi- 
ent population  for  several  years  now.   Other  States  say  that  their 
reports  are  totally  unreliable  because  they  have  to  pull  them  together 
from  so  many  different  files. 

All  of  this  means  that  for  many  States  and  at  the  national  level 
there  is  little  aggregate  information  about  the  Medicaid  population. 
There  are  no  nationwide  data  on  the  income  levels  or  third  party  in- 
surance coverage,  for  example,  of  the  Medicaid  population. 

It  is  ironic  that  a  fourteen  billion  dollar  program  nationwide 
has  such  woefully  inadequate  statistics.   The  Federal  reporting  re- 
quirements are  inadequate,  and  there  are  few  incentives  to  States  to 
improve  the  situation  themselves.   As  a  matter  of  fact,  the  States 
with  the  best  eligibility  reporting  systems  feel  they  have  probably 
been  penalized  for  their  sophistication.   Because  they  are  able  to 
analyze  eligibility  errors  and  recipient  utilization  patterns  exten- 
sively, they  have  made  it  easy  for  Federal  investigators  to  come  in 
and  find  problems  with  their  operations.   In  those  States  with  inade- 
quate or  non-existent  master  files,  it  is  much  more  difficult  for  any 
type  of  Federal  monitoring  or  research  to  take  place. 

Lastly,  local  office  use  of  a  State's  eligibility  file  deserves 
utmost  consideration.   An  effectively  designed  and  automated  eligibil- 
ity reporting  system  can  make  the  local  worker's  job  easier  and  the 
eligibility  determinations  more  accurate.   In  Oklahoma  and  West  Vir- 
ginia, for  example,  all  local  offices  have  on-line  eligibility  systems 
with  direct  data  entry  to  the  State  office.   Their  systems  are  de- 
signed so  that  the  master  file  can  be  easily  checked  to  see  if  a  case 
has  been  previously  eligible.   Also,  workers'  arithmetic  calculations 
of  income  and  disregards  are  checked  by  the  computerized  systems,  thus 
reducing  obvious  errors.   In  West  Virginia,  allowable  deductions  for 
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Federal  and  State  taxes,  as  well  as  Social  Security,  can  be  automati- 
cally deducted  for  a  case  with  earned  income,  thus  ensuring  that  work 
expenses  are  more  equitably  allowed.   Finally,  in  these  States,  the 
automated  system  automatically  notifies  workers  when  case  redetermina- 
tions are  due.   These  are  just  a  few  of  the  many  uses  that  can  be  made 
of  an  automated  eligibility  system  for  the  local  office. 

The  study  States  concurred  that  making  the  Medicaid  file  useful 
to  local  offices  has  many  benefits.  As  with  any  information  system, 
if  it  can  be  demonstrated  that  the  data  requested  is  useful,  the  ac- 
curacy and  completeness  of  the  input  improves. 

4. 7  The  Recipients'  Perspective 
4.7.1  Overview 

In  the  first  six  sections  of  this  chapter,  administrative  problems 
have  been  viewed  from  the  perspective  of  the  State  agencies  with  re- 
sponsibility for  administration  of  medical  assistance  programs.   In 
other  words,  the  focus  has  been  upon  those  elements  of  Federal  and 
State  Medicaid  legislation,  regulations,  and  administrative  procedures 
which  appear  to  impede  the  ability  of  States  to  administer  the  program 
in  an  effective  and  efficient  manner. 

In  this  section,  a  summary  of  the  administrative  shortcomings  of 
the  Medicaid  program  as  they  affect  the  program  applicant  and  recipient 
of  services  is  provided.   It  should  be  stressed  that  the  scope  of  this 
study  did  not  involve  direct  interviews  with  applicants  and  claimants 
of  the  medical  assistance  programs.   This  section  is  based,  instead, 
upon  the  perceptions  of  State  program  administrators  and  caseworkers 
regarding  client  concerns,  as  well  as  other  USR&E  studies  which  did 
involve  client  interviews. 

It  seems  reasonable  to  assume  that  applicants  and  recipients 
of  public  and  medical  assistance  programs  want  at  least  six 
things  of  these  programs.   They  want: 

•  programs  they  can  understand, 

•  accurate  decision-making  when  they  apply, 

•  timely  decisions  on  applications  and  appeals, 

•  a  minimum  of  burdensome  requirements  at  the  time  of 
application, 
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•  a  good  system  which  provides  redress  when  agency  staff  make 
mistakes,  and 

•  a  feeling  that  there  is  at  least  someone  in  the  system  who 
is  looking  out  for  recipient  interests. 

As  is  described  below,  there  is  strong  evidence  that  the  Medicaid  eli- 
gibility system  is  seriously  deficient  in  all  six  of  these  areas. 

4.7.2   Applicants  and  Recipients  Don't  Understand  Medicaid 

People  cannot  apply  for  programs  unless  they  know  that  the 
programs  exist,  unless  they  are  able  to  make  rough  judgements 
about  whether  or  not  they  are  eligible,  and  unless  they  know 
where  to  apply.   Similarly,  people  cannot  be  sure  they  are  being 
treated  fairly  by  program  staff  unless  they  have  at  least  a  rough 
understanding  of  how  they  ought  to  be  treated.   Therefore,  the 
ability  of  the  Medicaid  program  to  provide  benefits  to  all  who  are 
eligible  is  strongly  circumscribed  by  the  lack  of  public  understanding 
of  eligibility  requirements. 

Lack  of  understanding  of  the  Medicaid  program  by  potential  appli- 
cants is  widespread,  and  extends  to  the  most  basic  elements  of  the 
program.   For  example,  Social  Security  Administration  claims  repre- 
sentatives in  several  States  indicated  that  many  SSI  applicants  are 
unaware  of  the  differences  between  Medicaid  and  Medicare.   Given 
this  level  of  public  understanding,  it  is  not  surprising  to 
learn  that  few  Medicaid  applicants  are  fully  aware  of  such  com- 
plex Medicaid  provisions  as  spend- down ,  retroactive  coverage,  and 
allowable  work  expenses.   Statistical  evidence  of  the  lack  of 
understanding  was  provided  by  a  1975  University  of  Wisconsin 
study  which  indicated  that  more  than  one  in  five  SSI  recipients 
in  the  State  had  been  charged  for  medical  expenses  which  might 
have  been  covered  using  their  Medicaid  cards.* 

Perhaps  the  single  most  striking  statistic  concerning  lack 
of  public  understanding  of  Medicaid  eligibility  is  the  finding 
that  fewer  than  one  in  twenty  eligibles  for  spend-down  in  the 
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State  of  Massachusetts  has  actually  applied  and  been  judged  eligible 
for  the  program.* 

Eligibility  workers  in  virtually  all  of  the  local  offices  visited 
by  USR&E  provided  examples  of  instances  in  which  clients  failed  to 
understand  Medicaid  policy  and  suffered  as  a  result.   For  example, 
clients  almost  never  bring  up  questions  of  retroactive  eligibility 
unless  workers  first  tell  them  that  this  option  exists.   Clients  are 
also  confused  about  virtually  all  aspects  of  spend-down,  but  are 
particularly  confused  in  States  which  have  a  "negative  medically  needy 
band." 

Workers  report  that  their  clients  are  confused  about  discrepan- 
cies between  Medicaid  policy  and  that  of  other  public  assistance 
programs.   For  example,  clients  feel  confused  when  they  learn  that 
they  are  qualified  for  one  program,  but  their  resources  are  too  high 
for  another,  or  that  giving  their  home  to  their  children  makes  them 
eligible  for  SSI  but  (in  some  States)  disqualifies  them  for  Medicaid. 

Workers  report  that  clients  feel  resentment  when  they  feel  they 
are  disabled,  when  the  State  welfare  agency  seems  to  agree  with  them, 
but  they  are  rejected  for  SSI  (and  hence  Medicaid)  on  the  grounds  that 
they  fail  to  meet  the  disability  requirements  imposed  by  the  Social 
Security  Administration. 

Given  this  situation,  applicants  and  recipients  are  almost  in- 
variably unaware  of  the  detailed  reasoning  which  goes  into  a  decision 
to  reject  their  case  or  to  inform  them  that  they  have  increased  sur- 
plus income  and  must,  therefore,  spend-down  more  money  before  becoming 
eligible  for  Medicaid. 

This  lack  of  public  understanding  is  not  surprising.   In  the 
first  place,  as  shown  in  the  first  six  sections  of  this  chapter, 
the  Medicaid  and  related  public  assistance  programs  are  extremely  com- 
plex.  Low  income  Americans  would  find  them  difficult  to  understand  in 
the  best  of  circumstances.   But  there  are  indications  that  Social 
Security  district  offices  and  State  Medicaid  agencies  have  not  been  as 
effective  as  they  might  be  in  explaining  programs  to  the  public.   Pam- 
phlets describing  Medicaid  are  sometimes  poorly  written  and  difficult 


*Evaluation  of  Medicaid  Spend-down,  Urban  Systems  Research  and 
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for  clients  to  understand;  at  times,  pamphlets  are  simply  unavailable. 
Medicaid  administrators  in  a  number  of  States  suggested  that  public 
information  campaigns  involving  the  mass  media  would  be  useful,  but 
were  impossible  to  implement  at  this  time  due  to  fiscal  constraints 
facing  their  agencies. 

Finally,  as  discussed  in  Section  4.7.5  below,  the  fragmentation 
of  the  public  and  medical  assistance  programs  also  makes  it  difficult 
for  clients  to  learn  about  the  program.   Eligibility  criteria  for 
Medicaid  are  so  complex  that  it  is  simply  not  possible  for  SSI  claims 
representatives,  for  example,  to  fully  understand  them.   Thus,  when 
clients  ask  Medicaid  questions  of  non-Medicaid  staff  they  often  fail 
to  receive  correct  answers. 

The  implications  of  this  lack  of  understanding  among  po- 
tential applicants  and  clients  are  stark.   Many  individuals  who 
are  eligible  for  programs  may  never  apply  for  them.   As  is  dis- 
cussed in  Section  4.7.3  below,  applicants  are  totally  dependent 
upon  workers  to  be  sure  that  they  are  getting  everything  they 
are  entitled  to.   If  an  applicant  doesn't  understand  such  de- 
tails as  countable  medical  expenses  for  spend-down  and  if  the 
eligibility  worker  doesn't  tell  him  or  her  about  them,  there  is 
no  way  the  application  can  be  treated  properly.   Moreover,  this 
is  not  simply  a  theoretical  issue.   Eligibility  workers  in 
several  States  have  told  USR&E  staff  that  it  is  impossible 
for  them  to  keep  up  with  all  of  the  details  of  Medicaid  along 
with  AFDC,  Food  Stamps,  and  other  State  public  assistance  pro- 
grams which  they  also  administer. 

This  situation,  in  turn,  leads  to  major  inequities  in  wel- 
fare practice,  as  opposed  to  welfare  policy.   For  example,  the 
client  who  is  fully  aware  of  specific  provisions  such  as  work- 
related  expenses  is  able  to  push  the  system  to  its  limits.   The 
client  who  is  not  familiar  with  these  provisions  may  end  up  with 
little  or  no  work-related  expenses  and  hence  be  judged  ineligi- 
ble or  be  assigned  a  higher  spend-down  liability  than  is  neces- 
sary.  As  it  now  stands,  the  system  appears  to  work  best  for 
those  few  clients  who  understand  it  the  best  and/or  who  have 
workers  who  are  most  willing  to  help.   This  is  not  the  way  an 

ideal  system  should  function. 
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4.7.3  Eligibility  Workers  Sometimes  Make  Errors  Which  Deprive 

Applicants  and  Recipients  of  the  Benefits  to  Which  They  Are 
Entitled 

From  the  recipients'  perspective,  no  objective  is  likely  to  be 
more  important  than  receiving  all  benefits  which  current  legislation 
and  regulations  provide  for  them.   There  is  a  large  body  of  quanti- 
tative and  qualitative  evidence  which  suggests  that  this  ideal  is  not 
achieved  in  a  distressingly  large  proportion  of  cases. 

Medicaid  officials  and  eligibility  workers  in  many  States  have 
stressed  the  extreme  difficulties  in  developing  administrative  proce- 
dures which  insure  that  workers  do  not  make  mistakes  in  eligibility 
determination.   AFDC  Quality  Control  (QC) ,  Medicaid  Eligibility  Qual- 
ity Control  (MEQC) ,  and  SSI  Quality  Assurance  rates  provide  some  in- 
dication that  this  is  a  problem.   But  it  is  by  no  means  obvious  that 
the  error  rates  reported  by  these  systems  capture  all  kinds  of  mis- 
takes made  by  eligibility  workers.   For  example,  neither  AFDC  QC, 
MEQC,  nor  SSA  QA  looks  at  cases  which  have  been  rejected.* 

MEQC  results  also  understate  the  degree  to  which  clients  fail  to 
get  appropriate  benefits  because  of  their  reliance  upon  comparisons 
with  State  policy.   As  indicated  in  Section  4.5  above,  there  are  in- 
dications that  State  policy  in  a  number  of  jurisdictions  is  out  of 
compliance  with  Federal  legislation  and  regulations.   Reviews  by 
the  Medicaid  Bureau  of  fourteen  States  uncovered  over  a  hundred  com- 
pliance issues.   Whenever  States  are  out  of  compliance,  eligibility 
workers  may  be  denying  applicants  benefits  which  they  are,  in  fact, 
entitled  to,  or  vice  versa. 

To  cite  just  one  example,  there  are  indications  that  some 
jurisdictions  have  adopted  policies  which  restrict  eligibility  for 
retroactive  coverage  to  those  individuals  who  are  judged  eligible 
for  prospective  Medicaid  coverage.   In  these  cases,  some  clients  are 


*The  requirement  that  States  perform  QC  reviews  of  "negative 
case  actions,"  i.e.,  denial  of  an  application  or  termination  of 
assistance,  has  been  reinstated  since  the  time  of  USR&E's  visits  to 
States.   The  requirement  is  effective  July  1,  1977,  for  AFDC,  and 
October  1,  1977,  for  Medicaid.   (Federal  Register,  July  20,  1977 — 
42  FR  37205) . 
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denied  Medicaid  and  forced  to  pay  medical  bills  for  care  received  in 
previous  months,  when  in  fact  those  expenses  may  have  been  coverable 
by  Medicaid. 

The  examples  of  improper  use  of  worker  discretion  in  determina- 
tion of  work-related  expenses  or  countable  medical  expenses  have 
already  been  alluded  to  earlier  in  this  chapter,  but  should  be  reiter- 
ated at  this  point.   The  eligibility  of  an  individual  for  Medicaid  may 
depend  upon  whether  or  not  an  eligibility  worker  judges  that  expenses 
for  lunch  and/or  special  clothing  should  be  considered  "work-related." 

Analogous  examples  can  be  cited  for  questions  of  the  kinds  of 
medical  expenses  which  are  countable  in  terms  of  meeting  the  spend- 
down  liability.   If  it  is  unclear  to  eligibility  workers  whether  or 
not  expenses  for  medical  services  which  are  not  provided  under  Medi- 
caid can  be  counted  toward  the  spend-down  liability,  it  is  highly 
likely  that  some  legitimate  expenses  may  be  excluded. 

These  kinds  of  problems  arise  whenever  workers  have  discre- 
tion.  The  problems  are  exacerbated,  however,  when  discretion  is 
the  greatest.   Thus,  for  example,  in  New  York  State  workers  have 
discretion  concerning  whether  or  not  an  automobile  owned  by  a 
Medicaid  applicant  should  be  considered  an  asset.   State  policy 
provides  that  automobiles  (up  to  a  certain  value)  can  be  dis- . 
regarded  in  calculating  available  resources  in  those  cases  in 
which  cars  are  considered  necessary  to  the  employment  of  the  in- 
dividual.  It  is  at  least  conceivable  that  some  clients  are  in- 
appropriately denied  benefits  because  of  misinterpretations  of 
policies  such  as  this. 

Other  problems  of  erroneous  eligibility  determination  emerge 
in  cases  which  are  not  usually  thought  of  as  involving  discre- 
tion, but  which  in  fact  do.   Thus,  for  example,  even  when  defini- 
tions of  disability  are  spelled  out  in  great  detail,  it  is  not 
possible  to  consider  all  circumstances  in  advance.   Therefore, 
those  with  responsibility  for  applying  these  definitions  can 
sometimes  come  to  different  conclusions  about  the  same  case.   A 
recently  issued  study  of  SSI  by  the  General  Accounting  Office 
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indicated  that  disability  determinations  vary  significantly  from 
State  to  State;  officials  in  ten  States  were  unanimous  about  the 
eligibility  status  of  only  forty-eight  of  221  disability  cases 
sent  to  them  by  the  agency.* 

These  variations  in  SSI  disability  determinations  have  obvious 
implications  for  Medicaid  applicants  in  1634  States  where  an  appli- 
cation for  SSI  is  considered  an  application  for  Medicaid.   But  the 
problem  is  broader  than  that  since  virtually  all  States  have  elected 
to  use  SSI  disability  determinations  for  their  own  Title  XIX  pro- 
grams. 

The  reasons  for  improper  decision-making  on  the  part  of 
eligibility  workers  have  been  discussed  in  considerable  detail 
earlier  in  this  chapter;  they  include  the  complexity  of  the 
Medicaid  program  and  other  public  and  medical  assistance  pro- 
grams, and  the  staffing  problems  faced  by  State  Medicaid  agen- 
cies.  There  is  one  additional  source  of  errors  which  has  not 
yet  been  discussed,  however — the  inability  of  non-English-speak- 
ing clients  to  communicate  with  eligibility  workers  who  do  not 
speak  foreign  languages.   This  problem  was  cited  in  both  New 
York  City  and  Cook  County. 

But  regardless  of  whether  or  not  it  is  complex  laws  or 
overburdened  workers  which  cause  the  errors  is  of  little  concern 
to  recipients.   What  they  want  is  correct  decisions,  and  they 
are  not  always  getting  them. 

4.7.4   Applicants  and  Recipients  Often  Face  Delays  in  Decision- 
Making 

When  a  man  or  woman  files  an  application  for  a  public  or 
medical  assistance  program,  he  or  she  wants  a  prompt  decision. 
Similarly,  when  an  individual  is  denied  benefits  and  files  an 
appeal,  he  or  she  wants  to  be  sure  that  this  appeal  will  be 
reviewed  in  a  timely  fashion.   Unfortunately,  many  recipients 
face  delays  in  one  or  both  of  these  cases. 


*Washington  Star,  March  8,  1976,  p.  1 
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Some  applicants  face  considerable  delays  before  they  are  even 
permitted  to  complete  their  interviews.   In  New  York  City  and  at 
least  one  upstate  New  York  county,  recipients  must  wait  as  long  as 
five  or  six  weeks  from  the  time  they  seek  to  file  an  application 
to  the  time  when  they  can  meet  with  an  eligibility  worker  to  com- 
plete the  application.* 

Most  State  Medicaid  agencies  rely  upon  SSI  disability  de- 
terminations in  assessing  Medicaid  eligibility  for  SSI  eiigibles. 
Thus ,  delays  in  SSI  eligibility  determination  have  important  im- 
pacts on  Medicaid  eligibility.   Conversations  with  Medicaid 
officials  in  every  State  visited  by  USR&E  in  the  past  two  years 
indicate  that  six  month  delays  in  SSI  disability  determination 
are  not  uncommon.   States  wishing  to  meet  the  needs  of  their 
recipients  by  making  their  own  presumptive  disability  determin- 
ations do  so  at  their  own  financial  risk.   If  SSI  eventually 
decides  the  individual  is  not  disabled,  there  will  be  no  Fed- 
eral financial  participation  (FFP)  forthcoming.   In  other  words, 
the  current  system  gives  States  an  "incentive"  to  delay  meeting 
recipient  needs  by  avoiding  such  presumptive  decisions. 

It  should  be  noted  that  not  all  States  respond  to  this  "incen- 
tive," however.   For  example,  the  State  of  Illinois  is  currently  pro- 
viding Medicaid  coverage  to  10,000  individuals  whose  cases  are  await- 
ing SSI  disability  determination  despite  the  fact  that  about  fifty- 
six  percent  of  all  SSI  disability  recipients  in  Illinois  are  eventu- 
ally denied. 

It  should  also  be  noted  that  in  States  which  rely  upon  SSI 
disability  determinations,  delays  in  processing  appeals  to  the 
SSI  program  become  delays  in  final  determination  of  Medicaid 
applications.   Officials  in  several  States  have  cited  examples 
of  cases  in  which  SSI  appeals  have  taken  over  two  years. 


*In  theory,  this  is  not  such  a  severe  problem  since  eligibil- 
ity for  Medicaid  is  calculated  from  (three  months  prior  to)  the 
point  in  time  when  the  applicant  first  comes  to  the  welfare  office 
and  indicates  he  or  she  wants  to  apply  for  Medicaid.   However, 
some  clients  have  found  it  hard  to  get  services  (e.g.,  drugs)  until 
such  time  as  they  can  produce  a  Medicaid  card. 
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4.7.5   Applicants  Have  to  Spend  Inordinate  Amounts  of  Time  and 
Energy  to  Complete  Applications  for  Medicaid 

From  the  recipients'  points  of  view,  it  would  be  ideal  if 
there  were  a  single  application  form  for  all  public  and  medical 
assistance  programs,  if  the  application  could  be  filed  by  mail 
or  at  a  nearby  office,  and  if  a  minimum  of  documentation  were 
necessary.   At  the  present  time,  actual  practice  nowhere  ap- 
proaches this  ideal.   People  are  forced  to  file  applications 
containing  similar  information  at  several  different  offices;  some 
of  these  offices  are  quite  distant  both  from  each  other  and  from 
the  clients'  homes;  and  virtually  all  programs  require  extensive 
(but  by  no  means  identical)  documentation. 

Perhaps  the  best  example  of  this  problem  occurs  in  Title  XVI 
States  where  applicants  for  SSI  and  Medicaid  must  go  to  two  different 
offices  to  provide  identical  information.  In  209(b)  States  where 
the  State  uses  different  criteria  from  SSI  for  Medicaid  eligibility, 
the  differences  between  SSI  and  Medicaid  criteria  may  be  only  mini- 
mal.  Nevertheless,  applicants  are  again  required  to  file  similar 
applications  in  different  offices.   Finally,  even  in  16  34  States 
where  the  application  for  SSI  is  considered  to  be  an  application  for 
Medicaid,  aged,  blind,  and  disabled  applicants  must  go  to  the  welfare 
office  as  well  as  to  the  Social  Security  district  office  if  they  are 
to  apply  for  retroactive  coverage. 

It  is  not  necessary  to  dwell  upon  the  fact  that  aged,  blind, 
and  disabled  people  are  those  who  are  perhaps  least  able  to  travel 
around  a  county  (and  sometimes  into  nearby  counties)  to  complete  ap- 
plication forms  in  different  offices.   Yet  this  is  what  applicants 
for  SSI  and  Medicaid  must  do  in  all  States. 

The  problem  of  going  from  office  to  office  is  not  unique, 
of  course,  to  the  aged,  blind,  and  disabled.   Given  the  complex- 
ities of  the  public  and  medical  assistance  programs,  some  juris- 
dictions have  created  separate  offices  for  medical- assistance  - 
only  applicants.   Thus,  in  places  such  as  New  York  City,  an  AFDC 
applicant  who  may  be  eligible  for  retroactive  Medicaid  coverage 
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must  go  first  to  an  Income  Maintenance  Center  for  AFDC  eligibil- 
ity and  then  to  a  Medical- Assistance- Only  office  for  the  retro- 
active coverage  application. 

The  problem  of  getting  from  one  office  to  another  is  per- 
haps most  burdensome  to  Medicaid  applicants  and  recipients  when 
it  turns  out  that  the  referral  was  inappropriate.   Medicaid 
officials  in  Alabama,  Illinois,  North  Dakota,  and  Oklahoma  all 
complained  that  the  letters  sent  by  SSA  to  those  who  are  ac- 
cepted by  SSI  and/or  those  sent  to  rejectees  cause  many  people 
to  needlessly  go  to  welfare  offices  to  inquire  about  Medicaid. 
The  complaints  of  these  officials  generally  fit  into  two  cate- 
gories.  In  the  first  place,  SSA  tells  an  individual  whose  SSI 
application  is  rejected  for  categorical  reasons  that  he  or  she 
may  be  eligible  for  Medicaid  and  should  apply  for  it  at  the 
local  Medicaid  office.   In  most  States,  SSI  rejection  of  categorical 
relatedness  will  automatically  rule  out  Medicaid  eligibility.   Sec- 
ondly, in  another  State,  Medicaid  officials  noted  a  letter  sent  out 
by  the  Social  Security  Administration  which  told  recipients  that 
State  Medicaid  staff  would  be  contacting  them.   However,  State  Medi- 
caid staff  cannot  contact  them  first  because  they  are  never  told  by 
SSA  who  these  rejected  applicants  are,  and  second,  the  State  doesn't 
have  the  staff  or  capabilities  to  contact  all  rejected  SSI  appli- 
cants.  Consequently,  many  rejected  applicants  wait  for  months  to  be 
contacted  by  the  State  before  contacting  the  State  themselves  or 
giving  up. 

Since  there  are  generally  fewer  Social  Security  district 
offices  than  Medicaid  offices  in  a  given  locality,  getting  to 
these  district  offices  often  involves  travelling  great  distances 
and,  hence,  imposes  a  great  burden  on  low  income  applicants. 
These  problems  are  somewhat  alleviated  by  SSA  field  representa- 
tives who  spend  several  days  per  month  in  outlying  jurisdictions. 
Many  Medicaid  officials  have  indicated,  however,  that  the  amount 
of  time  which  these  field  representatives  spend  in  specific  com- 
munities is  inadequate  to  process  SSI  applications  or  to  provide 
additional  program  information. 
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Given  the  differences  in  the  public  and  medical  assistance 
programs ,  it  is  not  surprising  that  the  different  application 
forms  require  recipients  to  document  different  kinds  of  informa- 
tion for  different  time  periods.   Because  of  this  fact,  recipients 
must  spend  considerable  amounts  of  time  trying  to  track  down  informa- 
tion that  is  not  easily  accessible.   For  example,  applicants  for 
retroactive  coverage  must  not  only  provide  information  concerning 
their  current  financial  (and  at  times  medical)  status,  but  must  also 
provide  such  information  at  one  to  three  additional  points  in  time  in 
the  past.   Also,  different  agencies  and  programs  may  wish  information 
on  different  eligibility  factors  (e.g.,  SSI  doesn't  care  about 
resources  which  have  been  disposed  of  six  months  ago  but  some 
State  welfare  agencies  do)  or  slightly  different  information 
about  the  same  eligibility  factors  (e.g.,  SSI  may  be  concerned 
with  fair  market  value  of  a  home,  but  a  State  welfare  agency  may 
focus  on  equity  in  the  house) . 

It  would  be  difficult  to  document  much  of  the  information  re- 
quired for  a  Medicaid  application  in  any  circumstance.   Given  the 
fact  that  the  applicant  is  aged,  blind,  disabled,  or  caring  for  a 
child,  the  job  is  much  harder.   When  the  applicant  is  hospitalized, 
the  task  is  virtually  impossible. 

There  are  indications  that  this  problem  is  no  longer  as  serious 
as  it  used  to  be.   However,  the  Privacy  Act  has  placed  new  burdens  on 
recipients  by  making  them  document  information  which  is  already  avail- 
able and  documented  at  other  agencies. 

Finally,  in  Title  XVI  States,  it  is  undoubtedly  burdensome 
to  file  separate  applications  and  to  go  through  separate  appeals 
processes  for  the  SSI  and  Title  XIX  programs. 

4.7.6   Recipients  Are  Not  Always  Well-Served  by  the  Fair  Hearings 
System 

Mistakes  are  inevitable  in  any  system  which  must  make  eligi- 
bility decisions  for  millions  of  applicants  and  program  recipi- 
ents.  From  the  recipients'  point  of  view,  there  should  be  fairly 
reliable  mechanisms  whereby  these  mistakes  can  be  uncovered  and 
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reversed.   Unfortunately,  there  are  several  shortcomings  with  the 
Fair  Hearings  and  appeals  process  as  it  now  exists  for  public 
and  medical  assistance  programs. 

In  one  of  the  States  visited,  officials  responsible  for 
Fair  Hearings  felt  that  clients  are  not  well  enough  informed 
about  their  rights  to  Fair  Hearings  and  the  steps  which  must  be 
taken  to  initiate  the  appeals  process. 

Further,  in  the  larger  States,  the  volume  of  Fair  Hearings 
is  so  large  that  it  is  difficult  to  administer  a  system  which 
would  insure  consistency  in  Fair  Hearings  decisions  in  all 
parts  of  the  State.   This  problem  is  perhaps  the  most  severe  in 
New  York  which  faces  roughly  10,000  requests  for  Fair  Hearings 
per  year. 

The  problems  relating  to  delays  in  SSI  appeals  have  already 
been  alluded  to  in  Section  4.7.4  above. 

4.7.7   There  Is  No  Single  Individual  to  Whom  Recipients  Can  Turn 
for  Help 

Given  the  above-discussed  shortcomings  of  the  process  of  eligi- 
bility determination,  it  is  clear  that  in  many  regards,  applicants 
and  recipients  are  pretty  much  on  their  own  in  terms  of  learning 
about  and  participating  in  public  programs.   But  as  is  also  indicated 
above,  public  understanding  of  Medicaid  is  so  inadequate  that  clients 
cannot  be  expected  to  be  effective  advocates  for  themselves,  either. 

Prior  to  the  implementation  of  SSI,  welfare  department  case- 
workers were  in  a  position  to  serve  as  advocates  for  aged,  blind,  and 
disabled  clients,  looking  out  for  recipient  interests  within  welfare 
agencies  and  smoothing  the  relationships  between  their  clients  and 
other  agencies.   SSI  claims  representatives  are  clearly  not  playing 
this  role;  and,  given  current  financial  structures,  State  welfare 
agencies  often  do  not  see  themselves  as  in  a  position  to  provide  this 
needed  help  either.   In  short,  clients  may  no  longer  be  getting  every- 
thing they  are  entitled  to  because  they  do  not  understand  program 
complexities,  and  there  is  no  one  in  the  system  with  the  time  and 
knowledge  to  explain  program  eligibility  to  them. 
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4.7.8  Conclusions 


Throughout  this  section,  evidence  has  been  presented  to  support 
the  conclusion  that  deficiencies  in  Medicaid  program  administration 
are  hurting  the  recipient.   The  reasons  for  most  of  the  administrative 
problems  have  been  discussed  earlier  in  the  chapter,  but  several 
points  deserve  special  emphasis.   In  the  first  place,  it  is  ironic 
that  many  of  the  administrative  problems  have  resulted  from  efforts 
by  the  United  States  Congress  to  remove  inequities  in  the  program.   In 
other  words,  efforts  by  legislators  to  help  recipients  have  resulted 
in  administrative  problems  which  have  hampered  recipients.   Clients 
cannot  be  well-served  unless  programs  can  be  administered  properly. 

Secondly,  many  administrative  problems  have  resulted  from  a  situ- 
ation in  which  State  Medicaid  officials  must  develop  and  implement 
eligibility  systems  with  fewer  personnel  and  less  administrative  fund- 
ing than  they  feel  are  necessary.   State  Medicaid  programs  may  operate 
with  insufficient  administrative  funds  because  the  Federal  government 
provides  a  higher  match  for  program  benefits  (50%-83%)  than  for 
program  administration  (50%) .   Ironically,  lower  administrative 
budgets  result  in  administrative  problems  which,  as  have  been  shown, 
ultimately  hurt  the  recipients . 
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CHAPTER  5 
CONCLUSIONS  FROM  THE  MEDICAID  EXPERIENCE  TO  DATE 


Before  addressing  the  issue  of  Medicaid  reform,  it  seems  appropri- 
ate to  step  back  and  draw  some  overall  conclusions  about  the  Medicaid 
experience  to  date.   There  are  major  lessons  to  be  learned  from  the 
past  ten  years  of  experience;  not  building  on  these  lessons  would  be 
the  worst  mistake  that  could  be  made  in  proposing  reforms  to  the  Medi- 
caid system. 

One  overall  conclusion  is  obvious :   a  wide  range  of  Medicaid  eli- 
gibility policies  and  procedures  are  inequitable,  fail  to  provide  in- 
centives toward  work  and  toward  family  stability,  and/or  are  virtually 
impossible  to  administer  efficiently.   But  other  generalizations  also 
can  be  made.   This  chapter  presents  eight  overall  conclusions  about 
the  Medicaid  eligibility  experience.   These  conclusions  form  the  pre- 
mises upon  which  many  of  the  reforms  presented  in  Chapter  6  are  based. 

•   Inadequate  Consideration  of  the  Inter-relatedness  of 
Medicaid  and  Other  Transfer  Programs  Causes  Many 
of  the  Medicaid  Eligibility  Problems 

Welfare  planners  and  policymakers  have  tended  to  ignore  the  impact 
on  Medicaid  of  SSI  and  AFDC  policies,  even  though  Medicaid  eligibility 
has  always  been  linked  to  cash  assistance  eligibility  for  the  categori- 
cally needy.   Medicaid  costs  now  exceed  those  of  AFDC  and  SSI  combined  I 
Yet  Medicaid  eligibility  policy  continues  to  be  decided  primarily  with 
cash  assistance  in  mind. 

For  example,  when  State  programs  for  the  aged,  blind,  and  disabled 
were  converted  to  SSI  in  1974,  little  attention  was  paid  to  the  impact 
on  Medicaid,  even  though  SSI  eligibility  meant  Medicaid  eligibility  for 
the  vast  majority  of  SSI  recipients.   As  a  direct  consequence  of  the 
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"tunnel  vision"  of  policymakers,  many  of  the  policies  drafted  for  use 
in  the  SSI  program,  e.g.,  the  rules  on  deeming  and  relatives'  respon- 
sibility, have  proven  to  be  totally  inappropriate  for  Medicaid,  and 
some  even  conflict  with  State  or  Federal  Medicaid  statutes. 

Another  example  is  the  conflicting  disregard  policies  between 
Medicaid  and  the  cash  programs.   Because  policymakers  do  not  appreciate 
how  inter-related  the  major  transfer  programs  are,  disregards  designed 
to  benefit  recipients  under  one  program  often  hurt  the  eligibility  of 
those  same  recipients  for  another  program.   And,  to  make  the  inter-re- 
lationship problems  worse,  Medicaid  and  the  other  transfer  programs 
each  have  slightly  different  ways  of  defining  and  treating  many  eligi- 
bility criteria.   It  is  difficult  to  understand  why  such  differences 
are  necessary,  particularly  since  most  of  these  programs  are  directed 
to  the  same  target  population. 

•  Medicaid  Eligibility  Policy  for  Institutionalized 
Recipients  Has  Been  Poorly  Formulated 

Most  Medicaid  eligibility  policy  has  developed  with  a  view  of  the 
recipient  as  a  poor  person  in  need  of  acute  care.   If  one  considers 
only  numbers  of  recipients,  this  approach  is  justified;  only  six  per- 
cent of  recipients  receive  long-term  care.   But  in  terms  of  dollars 
expended,  this  approach  is  misdirected;  over  forty  percent  of  all  Medi- 
caid dollars  are  now  spent  on  institutionalized  persons.   Medical  pay- 
ments for  institutionalized  aged  persons  exceed  SSI  cash  payments  to 
all  aged  persons.   Thus,  trying  to  piggyback  eligibility  policy  for 
institutionalized  persons  onto  the  rules  used  for  the  cash  programs  is 
short-sighted;  it's  a  case  of  the  tail  wagging  the  dog.   Many  policies, 
such  as  those  involving  transfer  of  assets,  deeming,  residency,  and  re- 
source requirements,  are  likely  to  have  dramatically  different  impacts 
on  persons  expecting  to  spend  the  remainder  of  their  lives  in  institu- 
tions than  on  cash  assistance  recipients  living  in  their  own  homes. 
Urgent  attention  to  the  special  features  of  the  institutionalized  popu- 
lation is  needed. 
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•  Very  Low  Priority  Has  Been  Given  to  the  Administrative 

Problems  in  Medicaid  Eligibility  Determination 

As  Chapter  4  documented  in  great  detail,  Medicaid  eligibility  is 
fraught  with  administrative  problems.   Yet  few  incentives  have  been 
given  to  States  to  improve  their  administration  of  Medicaid  eligibility. 
A  higher  Federal  matching  rate  is  provided  for  State  efforts  aimed  at 
upgrading  computerized  claims  payment  systems  (MMIS) ,  but  the  higher 
match  is  not  yet  available  for  efforts  to  computerize  eligibility  de- 
termination.  Further,  no  Federal  incentives  at  all  are  provided  to 
encourage  States  to  hire  additional  eligibility  staff  or  to  engage  in 
more  intensive  staff  training. 

But  perhaps  nowhere  is  the  lack  of  administrative  priority  for 
eligibility  concerns  more  apparent  than  in  the  small  number  of  Medicaid 
eligibility  staff  at  the  Federal  level.   Only  a  handful  of  Federal  em- 
ployees are  Medicaid  eligibility  specialists  and  are  equipped  to  provide 
guidance  to  States.   Lacking  clear  guidance  on  Federal  policies,  States 
often  are  unknowingly  out  of  compliance  with  Federal  regulations. 
States  continually  complain  about  needing  more  timely  and  reliable 
policy  interpretive  materials,  but  the  reality  is  that  sufficient  Feder- 
al staff  are  not  available  to  meet  States'  needs. 

•  Medicaid  Has  Contributed  to  an  Increasing  Fragmentation 

of  the  Service  Delivery  System  for  Poor  People 

During  the  1960 ' s ,  cash  assistance,  medical  care,  food  stamps,  and 
social  services  were  frequently  handled  by  one  worker  in  a  single 
agency.   However,  since  separation  of  services  and  the  implementation 
of  SSI,  responsibility  for  providing  assistance  to  recipients  has  been 
divided  among  a  number  of  different  specialists,  i.e.,  the  social 
worker,  the  AFDC  worker,  the  nursing  home  worker,  the  SSI  claims  repre- 
sentative, and  so  forth.   Further,  the  SSI  program  has  split  eligibility 
determination  for  adult  recipients  between  the  Social  Security  Adminis- 
tration and  State  Medicaid  agencies.   Because  of  this  fragmentation  of 
administrative  responsibility  for  the  Medical  Assistance  Program, 
major  problems  of  administrative  coordination  are  occurring.   In  parti- 
cular, there  is  often  a  great  deal  of  duplication  of  effort.   Although 
eligibility  criteria  for  the  various  transfer  programs  overlap,  clients 
are  frequently  required  to  make  separate  application  to  the  separate 
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programs.   The  result  is  that  workers  from  the  various  programs  must 
verify  essentially  the  same  information.   In  addition  to  being  waste- 
ful, such  administrative  duplication  creates  hardships  for  recipients. 
Clients  must  file  separate  applications  containing  similar  information 
at  different  offices,  which  are  often  quite  distant  from  each  other 
and  from  the  clients'  homes.   And,  because  of  the  confusing  array  of 
application  requirements,  only  the  more  persevering  applicants  succeed 
in  establishing  eligibility. 

•  Burgeoning  Federal  Requirements  Have  Usurped  Much  of  the 

State's  Authority  Over  the  Medicaid  Program 

Federal  Medicaid  law  and  regulations  lay  so  many  requirements  on 
the  States,  particularly  in  the  area  of  eligibility  policy,  that  the 
ability  of  the  States  to  effectively  and  efficiently  administer  the 
program  is  being  impaired.   This  trend  appears  to  violate  the  dual 
Federal/State  nature  of  the  program,  which  implies  a  large  degree  of 
State  control  over  policy,  and  virtually  total  State  control  of  day- 
to-day  administration.   States  have  not  been  given  adequate  opportunity 
to  provide  input  to  Federal  Medicaid  policy.   Many  problems  caused  by 
eligibility  policies  could  possibly  have  been  avoided  if  State  Medicaid 
staff  had  been  more  involved  in  the  policy  formulation.   Because  the 
States  have  to  operate  the  program  day-to-day,  they  would  seem  to  be  in 
a  strong  position  to  make  recommendations  about  the  development  and 
implementation  of  policy.   However,  State  input  to  Medicaid  policymak- 
ing, particularly  during  the  legislative  process,  has  been  minimal. 

•  Medicaid  Eligibility  Data  is  Totally  Inadequate  at  the 

National  Level  and  in  Most  States 

Medicaid  is  a  $20  billion  program  whose  costs  have  risen  dramati- 
cally because  of  increased  numbers  of  recipients.   Yet  Federal  reporting 
requirements  do  not  mandate  a  reliable  minimum  set  of  data  covering 
Medicaid  eligibility,  and  many  States  pay  little  attention  to  the  collec- 
tion of  such  data.   Most  States  do  not  know  how  many  people  they  have 
enrolled  in  Medicaid  at  a  given  time.   Most  States  with  medically  needy 
programs  do  not  know  how  many  of  their  cases  are  spend-downers ,  nor  do 
they  know  the  average  size  of  the  spend-down  Liability.   The  diversity  of 
eligibility  rules  makes  development  of  a  reliable  data  set  which  is  well 
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understood  and  uniformly  applied  a  difficult  undertaking.   Nonetheless, 
such  information  is  absolutely  vital  if  realistic  assessment  of  the 
impact  of  Medicaid  eligibility  policies  is  to  be  made. 

•  At  Every  Level,  There  Is  Poor  Public  Understanding 
of  Medicaid  Eligibility  Criteria 

From  the  policy-makers  on  Capitol  Hill  to  potentially  eligible 
recipients,  Medicaid  eligibility  criteria  are  not  well  understood. 
To  some  extent,  this  misunderstanding  is  a  result  of  the  complexity 
of  Medicaid  policy  and  the  variation  in  coverage  among  States;  how- 
ever, other  factors  must  also  be  acknowledged.  Eligibility  has  not 
been  a  high  priority  within  Medicaid  at  the  Federal  level,  as  shown 
by  the  inadequate  staffing.  Eligibility  has  not  generally  been 
recognized  as  important  to  Medicaid  policy. 

Neither  has  it  been  a  priority  among  States  or  the  Federal  gov- 
ernment to  inform  the  general  public  of  Medicaid  eligibility  require- 
ments. Almost  none  of  the  States  has  informational  brochures  or 
public  information  material  about  Medicaid  eligibility.  Most  health 
care  providers  do  not  have  information  available  on  eligibility  cri- 
teria. In  many  States  even  SSI  staff  do  not  understand  how  Medicaid 
works . 

For  some  Medicaid  groups ,  such  as  potential  spend-downers  and 
poor  children  in  intact  families  (MA-21) ,  it  is  suspected  that  partici- 
pation rates  are  quite  low  (e.g.,  5%-10%)  simply  because  people  do  not 
realize  they  may  be  eligible.   If  such  estimates  are  true,  the  Medicaid 
program  could  experience  still  greater  growth  even  without  any  changes 
in  eligibility  policy. 


•    The  Short-Sightedness  of  Many  Eligibility  Policy 
Changes  Often  Has  Resulted  in 
More  Problems  than  Solutions 


In  many  cases,  the  problems  created  by  reform  efforts  or  changes 

in  eligibility  policy  over  the  years  have  far  outweighted  the  benefits 

they  have  provided.   Many  reforms  which  were  designed  to  create  equity 

or  increase  work  incentives  have  caused  major  administrative  problems 

by  complicating  the  eligibility  process.   Further,  reforms  aimed  at 

helping  certain  groups  in  the  interests  of  equity  have  paradoxically 

worsened  equity  problems.   The  special  disregard  allowed  for  persons 

5-5 


who  received  Social  Security  (Title  II)  payments  in  August  1972  is 
a  primary  example  of  this  problem:   the  effort  to  protect  persons 
who  would  have  lost  Medicaid  eligibility  as  a  result  of  the  cost- 
of-living  increase  in  Title  II  payments  has  given  this  group  a 
special  advantage  over  other  recipients  of  unearned  income.   Further- 
more, this  provision  has  proven  to  be  very  difficult  to  administer 
since  it  increasingly  involves  only  a  very  small  population  of  eli- 
gibles. 

This  type  of  problem  occurs  because  the  individuals  who  shape 
Federal  Medicaid  policy  (i.e.,  the  Congress,  their  constituents,  and 
top-level  HEW  staff)  are  not  involved  in  implementing  policy  and  are 
therefore  less  sensitive  to  the  operational  impact  of  new  policies. 
Everyone  is  aware  of  the  Medicaid  (and  welfare)  mess,  and  everyone 
wants  to  see  it  cleaned  up.   Most  people  acknowledge  that  the  program 
needs  to  be  simplified  and  that  policies  have  been  too  complex.   Never- 
theless, lawmakers  continue  to  create  policies  which  seek  to  increase 
work  incentives  or  to  protect  a  particular  group  without  paying  ade- 
quate attention  to  the  impact  of  these  policies  on  program  administra- 
tion . 

Further,  Medicaid  policymakers  are  often  insensitive  to  the  fact 
that  any  new  policy  has  a  disruptive  impact.   Every  policy  change  re- 
quires modified  procedures,  which  must  be  incorporated  into  an  existing 
administrative  structure.   Implementing  a  single  policy  change  may 
require  revisions  in  the  State's  eligibility  manual,  staff  training, 
new  forms,  data  processing  adjustments,  and  possibly  new  staff.   Many 
States  find  it  difficult  to  comply  with  new  policies  simply  because 
they  do  not  have  the  time  or  staff  capability  to  readjust  their  opera- 
tions as  frequently  as  is  needed.   While  policy  changes  clearly  may  be 
needed  from  time  to  time,  the  continual  flow  of  changes  over  the  past 
few  years  has  kept  the  States  reeling. 

It  should  also  be  pointed  out  that  most,  if  not  all,  reforms  to 
Medicaid  eligibility  have  taken  the  "bandaid"  approach,  i.e.,  responding 
to  specific  provisions  which  are  causing  trouble.   Because  the  bandaid 
approach  is  inherently  short-sighted,  reforms  of  this  nature  have 
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solved  little.   Basic  Medicaid  problems  will  not  go  away  until  more 
comprehensive  reform  is  undertaken.   It  must  also  be  recognized 
that  the  faults  in  Medicaid  extend  beyond  the  program  itself  to  the 
cash  assistance  and  other  transfer  programs;  therefore,  the  Medi- 
caid problem  cannot  be  solved  in  isolation  from  broader  attempts  to 
reform  these  larger  systems  as  well. 
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CHAPTER  6 
ALTERNATIVE  REFORM  PACKAGES 


6.1  Overview 

As  has  been  demonstrated  earlier  in  this  report,  many  of  the 
current  administrative  problems  with  Medicaid  have  resulted  from  ef- 
forts aimed  at  improving  the  equity  and/or  incentives  of  the  program. 
Similarly,  certain  efforts  aimed  at  simplifying  the  administration  of 
program  eligibility  provisions  have  inevitably  raised  equity  and/or 
incentive  questions.   Perhaps  the  most  telling  lesson  from  the  past  is 
that  no  one  anticipated  that  a  medical  assistance  program  with  the  eli- 
gibility criteria  which  we  now  have  would  end  up  costing  so  much. 

These  lessons  of  the  past  cannot  be  ignored  by  those  who  propose 
(further)  reforms  in  Medicaid  eligibility.   This  chapter  of  the  report 
therefore  consists  of  (a)  a  detailed  listing  of  five  separate  "reform 
packages"  which  contain  a  total  of  133  different  changes  in  the  manner 
in  which  the  Department  of  Health,  Education  and  Welfare  administers 
Medicaid  eligibility  and  (b)  an  analysis  of  the  impact  of  each  of  these 
reforms  which  stresses  all  three  key  dimensions — equity/incentives, 
administrative  feasibility,  and  cost. 

Before  each  of  the  reform  packages  is  addressed,  however,  an 
overview  of  the  relationship  between  the  five  packages  is  presented, 
as  well  as  the  conceptual  framework  which  serves  as  the  basis  for  the 
analysis  of  each  of  the  reforms. 
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6.1.1   The  Five  Reform  Packages 

Conversations  with  Medicaid  administrators  and  local  office 
eligibility  workers  in  nine  States,  review  of  the  reports  from 
HEW  Medicaid  State  Reviews,  and  analysis  of  other  reports  and 
documents  have  yielded  literally  hundreds  of  suggestions  for 
"reforms"  in  the  policies  and  procedures  which  are  currently 
used  to  determine  eligibility  for  medical  assistance.   Many  of 
these  suggestions  were  responses  to  unique  problems  in  specific 
jurisdictions  and/or  represented  changes  in  the  Medicaid  program 
which  do  not  strictly  involve  eligibility  determination.* 
These  suggestions  were  excluded  from  further  analysis. 

The  remaining  reforms  generally  fit  into  three  broad  cate- 
gories:  (1)  those  that  would  result  in  clarification  of  current 
policy  and  purely  administrative  changes  in  the  program;  (2) 
those  that  would  involve  a  greater  degree  of  standardization  of 
the  program  nationwide;  and  (3)  those  that  would  provide  States 
with  additional  flexibility  to  administer  the  Medicaid  program. 
Reforms  which  favor  either  greater  or  less  uniformity  can  be 
further  divided  into  relatively  minor  reforms  and  reforms  which 
depart  significantly  from  current  practice. 

USR&E  has  developed  a  total  of  five  "reform  packages"  which 
encompass  all  of  the  specific  reforms  discussed  in  this  chapter: 

A.  The  Administrative  Reform  Package — Reforms  which  would 
result  in  improvements  in  the  administration  of  the 
program  without  any  significant  changes  in  policies. 

B.  Minor  and  Technical  Re  forms --Re  forms  to  improve 

the  equity,  incentives,  or  ease  of  administration  of 
Medicaid  eligibility  determination  through  relatively 
minor  changes  in  Medicaid  policy  which  would  tend  to 
standardize  policy  and  procedures  across  State  lines. 


*For  example,  several  State  officials  suggested  that  the 
most  useful  "reform"  of  Medicaid  would  be  an  increase  in  the 
rate  of  Federal  financial  participation  (FFP)  for  program  costs 
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C.  Major  Cross-Program  Standardization — Reforms  to  im- 
prove the  equity,  incentives,  or  ease  of  administration 
of  Medicaid  eligibility  determination  through  major 
changes  in  Medicaid  and  cash  assistance  policies  which 
would  result  in  substantial  departures  from  current 
practice,  in  the  direction  of  greater  uniformity  across 
States  and  across  different  income  transfer  programs. 

D.  The  Minor  State  Flexibility  Reform  Package — Reforms  to 
provide  the  States  flexibility  to  alter  specific  poli- 
cies and  administrative  procedures  of  Medicaid  in  order 
to  use  their  own  judgment  about  ways  to  improve  equity, 
incentives,  and/or  the  ease  of  administration  of  the 
program. 

E.  Major  State  Flexibility  for  Medicaid — Reforms  to  provide 
States  with  considerable  flexibility  in  establishing 
Medicaid  policy  and  procedures  by  the  use  of  a  Title  XX- 
like  or  revenue  sharing  approach. 

As  is  illustrated  in  Exhibit  6-1  below,  these  reform  packages  can  be 
seen  as  occurring  along  a  single  continuum,  ranging  from  Package  C 
(major  cross-program  standardization)  at  one  extreme,  to  Package  E 
(major  State  flexibility)  at  the  other.   It  is  important  to  note 
that  the  reforms  in  one  package  may  not  be  fully  compatible  with  the 
reforms  in  another.   Although  it  is  possible  that  policy-makers  may 
choose  specific  reforms  from  different  packages,  many  of  the  basic 
values  underlying  Packages  B  and  C  are  directly  opposite  to  those  in 
Packages  D  and  E.   Packages  B  and  C  envision  a  stronger  Federal  role 
ahd  a  more  uniform  program  across  States;  Packages  D  and  E  allow 
States  themselves  to  try  to  solve  problems  which  have  not  appeared  to 
be  solvable  on  the  national  level.   However,  Package  A,  the  Adminis- 
trative Reform  Package,  does  not  require  any  direct  changes  in  eligi- 
bility policy,  and  hence,  is  compatible  with  any  change  in  future 
direction  for  the  program.   Thus,  USR&E  recommends  that  the  reforms 
contained  in  Package  A  be  implemented  regardless  of  whether  or  not 
any  other  reforms  are  deemed  desirable  by  HEW,  the  Congress,  and  the 
States.* 


*This  study  was  completed  before  the  details  of  President 
Carter's  Welfare  Reform  Package  became  available.   However,  several 
of  the  proposed  reforms  relate  to  problems  which  occurred  because 
of  the  lack  of  consideration  of  Medicaid  impacts  during  the  conver- 
sion to  SSI.   Thus,  many  of  the  study  findings  are  relevant  to  the 
possible  Medicaid  pitfalls  of  Welfare  Reform. 
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6.1.2  Analytic  Framework 

This  report  has  identified  four  different  kinds  of  problems 
with  existing  Medicaid  eligibility  policies  and  procedures : 
(a)  inequities,  (b)  disincentives  toward  work  and  other  disincen- 
tives, (c)  administrative  problems,  and  (d)  cost.   The  analytic 
framework  utilized  in  this  chapter  of  the  report  addresses  the 
impact  of  specific  reforms  on  each  of  these  four  problem  areas. 
This  should  permit  easy  identification  of  those  reforms  which 
improve  the  program  in  one  area  at  the  expense  of  others . 

Thus,  our  discussion  of  each  major  set  of  reforms  focuses  upon 
the  impact  of  that  set  of  reforms  upon  all  four  considerations: 
program  equity ,  incentives ,  the  ease  of  administration,  and  the  cost 
of  the  program.   It  should  be  noted  that  cost  information  is  only 
provided  whenever  it  could  be  estimated. 

Since  the  concepts  of  equity,  incentives,  and  ease  of  adminis- 
tration are  rather  broad,  each  has  been  subdivided  into  a  number  of 
specific  elements. 

Analysis  of  Impacts  on  Equity 

As  was  discussed  in  Chapter  3,  there  are  at  least  three  compo- 
nents of  program  equity: 

•  Horizontal  equity — persons  in  similar  circumstances  should 
be  treated  similarly 

•  Vertical  equity — persons  with  greater  non- assistance  income 
should  end  up  with  a  greater  total  income  than  those  who 
earn  less. 

•  Target  efficiency — program  benefits  should  be  given  to  those 
who  are  most  in  need  of  them. 

Each  of  the  sets  of  reforms  presented  in  this  chapter  has  therefore 
been  analyzed  in  terms  of  each  of  the  three  kinds  of  equity. 
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Analysis  of  Impact  on  Incentives 

Chapter  3  explicitly  addressed  two  kinds  of  incentives  associa- 
ted with  current  Medicaid  policy: 

•  Work  incentive — programs  should  not  diminish  the  incentive 
to  work  for  those  who  can  work. 

•  Family  stability  incentive — programs  should  not  be  struc- 
tured to  encourage  family  breakup  or  discourage  family 
formation . 

In  addition  to  this,  review  of  many  of  the  policies  of  Medicaid  and 
SSI  in  Chapter  3  reveals  that  many  current  policies  tend  to  encour- 
age inappropriate  placement  of  Medicaid  patients  in  hospitals, 
skilled  nursing  homes,  or  intermediate  care  facilities.   Thus,  we 
have  also  analyzed  all  possible  Medicaid  reforms  in  terms  of  a  third 
incentive : 

•  Deinstitutionalization  incentive — programs  should  not  en- 
courage needless  institutionalization  of  program  partici- 
pants. 

Each  reform  has  been  analyzed  to  determine  whether  or  not  it  has  a 
positive,  negative,  or  neutral  impact  on  each  of  the  incentives. 

Analysis  of  Impact  Upon  Ease  of  Administration 

The  discussion  of  administrative  problems  with  Medicaid 
eligibility  in  Chapter  4  of  this  report  touched  upon  many  dif- 
ferent dimensions  of  program  administration.   For  the  most  part, 
however,  these  dimensions  can  be  described  as  falling  into  one 
of  three  basic  categories: 

•  Promotion  of  program  coordination — changes  in  programs 
should  promote  rather  than  impede  efforts  to  coordinate 
Medicaid  and  other  major  transfer  programs 

•  Promotion  of  administrative  simplicity  and  efficiency — 
changes  in  program  eligibility  criteria  should  make  Medi- 
caid simpler  to  administer,  and  hence  contribute  to  the 
efficiency  of  the  process,  e.g.,  decrease  errors,  complete 
eligibility  determinations  at  lower  cost,  and  so  forth 
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•  Promotion  of  adherence  to  Federal  standards — given  the 
fact  that  HEW  will  have  major  responsibilities  no  matter 
what  reforms  are  passed,  changes  in  Medicaid  eligibility 
should  promote  the  ability  of  HEW  to  administer  the  pro- 
gram in  a  manner  which  insures  that  Federal  standards  are 
adhered  to. 

Each  of  the  reforms  presented  in  this  chapter  has  been  analyzed  in 
terms  of  the  degree  to  which  it  would  contribute  to  each  of  these 
three  components  of  ease  of  administration. 


Analysis  of  Impact  Upon  Cost 

Ideally  the  cost  of  each  reform  should  be  considered  in  detail. 
Unfortunately,  the  gaps  in  Medicaid  data  make  reasonable  estimates 
for  almost  any  proposed  reform  next  to  impossible.   What  little  data 
exists  must  be  massaged  and  extrapolated  for  even  the  largest  esti- 
mates.  For  the  vast  majority  of  reforms,  particularly  the  minor  and 
moderate  administrative  reforms,  no  dollar  cost  estimates  are  given. 
Most  of  the  costs  in  these  areas  are  administrative  in  nature  and 
will  depend  heavily  on  the  bureaucratic  response  to  each  reform  and 
the  level  of  effort  made.   Generally,  the  only  persons  competent  to 
make  these  estimates  are  HEW  officials.   For  many  minor  reforms, 
then,  no  cost  discussion  is  provided. 

For  some  of  the  minor  reforms  and  most  of  the  more  moderate 
ones,  USR&E  does  feel  it  has  some  valuable  insights  regarding  the 
costs  of  the  proposals.   These  are  discussed  in  the  analysis  section 
for  each  reform  group.   For  the  most  significant  changes,  USR&E  has 
estimated  costs.   The  estimates  are  rough  figures  drawn  from  aggre- 
gate data.   Often  a  range  is  presented  rather  than  a  point  estimate. 
Often  both  the  change  in  the  number  of  eligible  persons  and  the 
change  in  program  costs  are  included.   The  separation  allows  the 
reader  to  substitute  alternative  cost  per  recipient  figures  in  deter- 
mining costs.   Administrative  costs  have  not  been  estimated. 
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6-1.3   Format  for  Analysis 

The  yellow  pages  inserted  throughout  this  chapter  contain  the 
five  reform  packages.   Each  package  begins  with  a  brief  introductory 
statement  followed  by  a  detailed  listing  of  the  actual  reforms.   The 
major  part  of  the  chapter,  however,  is  devoted  to  the  analysis  of  the 
reforms  in  each  package.   After  each  package  is  presented,  there  is 
an  analysis  section  reviewing  each  reform  in  the  package. 

To  aid  the  reader  in  making  comparisons  of  the  reforms  in  each 
package,  the  analysis  of  each  of  them  is  presented  in  a  common  format. 
Each  discussion  of  a  reform  begins  with  a  brief  summary  of  the  prob- 
lem (s)  which  the  reform  was  designed  to  ameliorate.   Page  references 
to  the  complete  discussion  of  these  problems  in  Chapters  3  and  4  of 
this  report  are  included  as  footnotes  to  each  problem  discussion. 

Following  each  summary  of  the  problem,  the  USR&E  analysis  of 
each  reform  begins  with  an  overview  of  the  impact  of  the  reform  upon 
the  objectives  of  program  equity,  incentives,  and  ease  of  adminis- 
tration.  As  is  indicated  in  Exhibit  6-2  below,  the  judgments  con- 
cerning the  impact  of  each  reform  upon  equity,  incentives,  and  ease 
of  administration  are  presented  in  chart  form  in  which  a  plus  mark 
(+)  is  used  as  a  indicator  that  the  reform  furthers  the  objective, 
a  minus  mark  (-)  indicates  the  reform  detracts  from  the  objective, 
and  a  zero  (0)  indicates  that  the  reform  has  no  major  impact  upon 
the  objective.   In  cases  of  exceptionally  strong  positive  impacts,  a 
double  plus  sign  (++)  is  used. 

'   EXHIBIT  6-2 

EXAMPLE    OF    FORMAT    FOR  OVERVIEW 
OF    IMPACT   OF    A    REFORM 


IMPACTS 

Equity 

Incentives 

Administration 

- 

0 

++ 
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Following  the  impact  chart  for  each  reform  is  a  narrative  sum- 
mary of  the  specific  steps  involved  in  the  reform  and  their  impacts 
upon  each  of  the  objectives  and  sub-objectives.  For  the  most  part, 
the  discussion  begins  with  the  most  important  impacts  and  discusses 
other  impacts  in  declining  order  of  importance.  When  possible,  a 
discussion  of  the  cost  impact  of  the  reform  is  also  included.  In  a 
few   instances,    actual   dollar  estimates   are  presented. 

After  each   reform  in   a  package  has  been   analyzed,    there   is    a 
summary   chart   and  brief  discussion   indicating   the  overall   impacts  of 
the  reform  package. 

It   should  be   stressed  that  the   analysis   of   reforms   represented 
in  this   chapter  is  by  no  means   a  comprehensive  one.      USR&E   staff  have 
attempted  to  provide   a  summary   analysis   of   the  most   important   impacts 
of  each  of  the   reforms.      In-depth  analysis  of  these   reforms  was 
beyond  the  scope   of  the  project,   but   USR&E   strongly   recommends   that 
further  analysis — especially   analysis   of  impact  of   reforms   on   total 
program  costs — should  be   completed  before  definite  decisions   are 
made   about  any  of  the  reforms. 
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A.   THE  ADMINISTRATIVE  REFORM  PACKAGE 

Much  could  be  done  to  improve  the  administration  of  Medicaid 
eligibility  immediately.   The  major  thrust  of  this  package  is  to 
correct  those  aspects  of  Medicaid  program  administration  that  are 
acutely  in  need  of  reform  but  do  not  necessitate  significant  legis- 
lative or  regulatory  change.   The  reforms  in  this  package  would  not 
affect  the  policies  or  administration  of  the  cash  assistance  pro- 
grams, nor  would  they  result  in  significant  increases  in  program 
costs.   These  reforms  do  not  depend  upon  decisions  about  what  direc- 
tion future  reform  should  take.   As  such,  this  reform  package  is  the 
least  difficult  to  implement  of  the  five  packages.   It  is  essentially 
value- free,  and  it  is  also  the  only  reform  package  that  should  be 
implemented  regardless  of  whether  or  not  any  other  reforms  are 
enacted. 

This  packages  focuses  on  an  assortment  of  administrative  problem 
areas  in  Medicaid  eligibility  ranging  from  understaf fing  at  all 
levels  of  operation  to  poorly-written  Federal  regulations  to  lack  of 
coordination  between  Medicaid  and  SSI.   The  often-neglected  area  of 
data  collection  and  data  processing  for  eligibility  information  is 
addressed,  as  is  the  problem  of  public  understanding  of  Medicaid  eli- 
gibility provisions.   Again,  it  should  be  stressed  that  only  changes 
that  require  little  if  no  legislative  or  regulatory  actions  are  in- 
cluded in  this  package . 

Since  administrative  expenses  are  particularly  hard  to  estimate, 
especially  at  the  Federal  level,  no  dollar  cost  estimates  are  given 
for  any  of  the  reforms  in  the  Administrative  Reform  Package.   For 
those  reforms  which  USR&E  felt  some  cost  discussion  could  help 
crystallize  relevant  trade-offs,  the  discussion  is  included.   For 
the  others,  no  comments  are  included. 
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ADMINISTRATIVE    REFORM  PACKAGE 


STAFF   DEVELOPMENT  AND   TECHNICAL  ASSISTANCE.       THE   STAFFING  CAPA- 
BILITY  FOR  MEDICAID  ELIGIBILITY   AT   THE   FEDERAL,    STATE,    AND 
LOCAL   LEVELS    SHOULD  BE    IMPROVED. 

•  increase  the  rate  of  Federal  Financial  Participation 
(FFP)  for  the  States  to  seventy-five  percent  for  the 
salaries  of  staff  involved  in  Medicaid  eligibility 

0     develop  "recommended"   standards  of  staff /caseload 
ratios   to  States  for  local   eligibility   determination 
staff 

0     increase   the  HEW  Central   and  Regional   office  staff  so 
that  a  sufficient  number  of  well-trained  full-time 
Medicaid  eligibility  specialists   are  available   to  provide 
prompt  and  accurate  guidance  to  the  States 

provide  sufficient  staff  to  develop  policy 
interpretive  materials  promptly 

-     provide  sufficient  staff  to  respond  to  specific 

questions  or  requests  for  technical   assistance  from 
the  States 

provide  at  least  one  Medicaid  eligibility  specialist 
per  Region 

0     develop  additional  mechanisms   through   the  Medicaid  Man- 
agement Institute   to  support  improvements  in   the  manage- 
ment of  eligibility  determination  in   the  Medicaid  program: 

provide  Federal   funds  for  Federal-to-State  and 
State-to-State   technical   assistance 

develop  procedures  for  identifying  and  disseminating 
exemplary  practices,   e.g.,   written  materials,   forms 

assist  States  in   the  development  of  corrective 
action  plans  based  on  quality  control  results 

assist  States  in  areas  of  special   need,   i.e.,   SDX 
and  BENDEX  training 


PROGRAM  COORDINATION.       COORDINATION   BETWEEN   THE   MEDICAID  PROGRAM 
AND   OTHER  INCOME   TRANSFER  PROGRAMS   SHOULD  BE    IMPROVED. 

•     mandate   the  development  of  "cross-program  impact  state- 
ments"  for  all   proposed  changes  in  major  income   transfer 
programs  so   that  policy  inconsistencies ,   excessive  benefit 
reduction  rates,    and   unplanned- for  repercussions  can  be 
fully  explored  before  final   decisions   are  made 

0     establish  ongoing  eligibility  policy  coordination   units 
within  HEW  with  major  responsibility  for  coordinating 
Medicaid  with  other  major  income   transfer  programs 
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3.   SSA/MEDICAID  RELATIONS.   CHANGES  NEED  TO  BE  MADE  TO  IMPROVE  THE 
OPERATIONS  OF  SSA  AND  THE  INTERFACE  BETWEEN  SSA  AND  MEDICAID. 

0     improve  the  referral  procedures  between  SSA  and  welfare/ 
Medicaid  offices  at   the  local   level 

-  a  standard  referral   form  should  be  developed 

-  better  training  on  Medicaid  should  be  provided 
to  SSA  claims  representatives 

the  outstationing  of  Medicaid  eligibility  staff 
in  SSA  offices  should  be  encouraged 

0     SSA  should  assume  responsibility  for  eligibility  determin- 
ation of  nursing  home  cases  and  cases  needing  retroactive 
coverage 

0     SSA  should  make  its   Quality  Assurance  program  more  useful 

States  should  be  regularly  informed  of  quality 
assurance  results 

SSA  should  assist  States  in  making  an  assessment  of 
the  cost  of  SSI  errors   to  Medicaid 

-  SSA  should  establish  more  stringent    Quality  Assur- 
ance procedures  and/or  clearer  guidelines  to  ensure 
the  consistent  application  of  disability  criteria 
across  States 

0  SSA  should  revise  its  termination  and  denial  letters  so 
that  SSI  applicants  and  recipients  are  not  misled  about 
their  potential  Medicaid  eligibility 

0  SSA  should  expedite  its  appeals  process  for  SSI  so  that 
Medicaid  claims   can  be  settled  in  a  reasonable   time  period 

0     SSA  should  use  the  same   time  limits  as  States    (i.e.,  sixty 
days)    in  determining  eligibility  for  disabled  SSI  appli- 
cants;  in  the  interim,   States  should  receive  full   FFP  for 
all  Medicaid  presumptive  disability  cases 

0     SSA  should  develop  record-sharing  policies  with  State 

disability  determination   units  in  order  to  avoid  unneces- 
sary duplication  of  the  disability  determination  process 

0     SSA  should  undertake  a   complete  review  and  modification  of 
the  State  Data  Exchange    (SDX)    system  to  improve  its  con- 
tent,   timeliness ,   accuracy ,    and  usefulness   to  States 

much  SDX  data   currently   transmitted  to  States  is 
useless   and  thus  should  be  deleted 

the  carrier  name  and  policy  number  for  private 
insurance  coverage  should  be  on   the  SDX  instead  of 
the  current   Yes/No  indicator 

-  the  Medicare  claim  number  and   the  Medicare  buy-in 
status  for  each  SSI  recipient  should  be  on   the  SDX 

clearer  codes  should  be  developed  for  suspended  SSI 
cases  so  that  States  can  easily  and  accurately 
determine  Medicaid  eligibility  status 
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the  actual   date  of  disability  onset,   up  to   three  months 
prior  to  application,   should  be  on   the  SDX 

the  actual  date  of  death  for  a  deceased  person  should 
be  included  on  the  SDX  to  aid  in  retroactive  coverage 
determinations 

eligibility  start  and  stop  dates  should  be  clear  for 
each  case,   as  well   as   the  current  eligibility  status  of 
the  case 

SSA  should  stop  transmitting  case  records   that  are 
known   to  have  errors  on  the  SDX 

•     SSA  should  provide  States  with  extensive  training  in  the 
SDX  and  BENDEX  systems 

0  SSA  should  test  the  installation  of  an  on-line  system 
linking  the  SDX  to  a  State  Medicaid  system,  since  the 
tape-to-tape  approach  continues  to  cause  delays 


DISSEMINATION   OF   POLICIES   AND  POLICY   INTERPRETATIONS.      FEDERAL 
MEDICAID  POLICY   SHOULD  BE   TRANSMITTED   TO   THE   STATES    IN   A  MORE 
TIMELY,    CONSOLIDATED,   AND  ORGANIZED   MANNER. 

•     restrict  dissemination  of  changes  in  Federal  Medicaid 
policy   to  a  single  information  channel 

0     provide  States  at  least  forty-five  days   lead  time  before 
new  policy  materials  must  be  implemented 

0     provide  States  with  interpretive  materials   concerning  new 
Federal  policies   at   the  same   time   the  new  policies  are 
issued 

0     provide  States  with  alternative  interpretations  of  Federal 
policies  when  more   than  one  alternative  is   acceptable 

0     establish  formal  mechanism  for  States  to  comment   upon  all 
policy  interpretive  materials 


FEDERAL   MONITORING.      HEW   SHOULD   DEVISE   A  MORE   EFFECTIVE   SYSTEM 
FOR  MONITORING   STATE   COMPLIANCE   WITH   FEDERAL   POLICY. 

•     revise   the  State  Plan  Pre-print 

0     establish  a  periodic  Central  Office  review  of  all  State 
Medicaid  eligibility  plans 

0     base  monitoring  activities   upon  State  Medicaid  manuals  and 
not   upon   the  State  Plan  Pre-print 

0     revise  approach   to  citing  State  compliance  issues  so  that 
Federal   policy  is  better-enforced 

0     rethink   the  current  role  of  HEW  Regional   Office  staff  who 
mush  serve  both   as   compliance  monitor  and  as  provider  of 
assistance   at   the  same   time 
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6.   DATA  COLLECTION  AND  COMPUTER  SYSTEMS.   IMPROVEMENTS  SHOULD  BE 
MADE  IN  THE  PROCESS  WHEREBY  STATES  COLLECT  AND  PROCESS  DATA 
CONCERNING  MEDICAID  ELIGIBILITY. 

•  mandate  to  States  a  minimum  data  set  regarding  eligibility 
information 

-  Federal  reporting  requirements  should  be  expanded  to 
insure  that  data  already  collected  by  many  States  is 
available  for  program  planning  purposes 

0     provide  increased  FFP  for  any  State  effort  to  automate   the 
Medicaid  eligibility  determination  process    (not  just 
linked  to  MMIS) 

0     improve  the  MMIS  for  eligibility  purposes 

-  loosen  the  MMIS  guidelines  so  States  can  develop  and 
implement  components  only 

-  upgrade  the  MMIS  recipient  eligibility  module  so 
that  it  is  equal  in  sophistication  to  the  claims 
payment  component  (e.g.,  a  prototype  eligibility 
system) 

encourage  development  of  data  systems  linkage 
between  a  more  developed  eligibility  module  and   the 
claims  payments  module 

0     improve  HEW  efforts  at  collection,   analysis ,   and  dissemin- 
ation of  Medicaid  eligibility  data  on  a  periodic  basis 

0     assist  States  in  improving  their  linkages  with  data 

systems  of  other  programs  important   to  Medicaid  eligibil- 
ity 

-  SDX 

-  BENDEX 

-  Medicare  Buy- In 


7.       QUALITY   CONTROL.      PROCEDURES   SHOULD  BE    IMPROVED   TO   INCREASE   THE 
UTILITY   OF   MEQC   DATA. 

•     revise  MEQC  sampling  procedures 

-  the  MEQC  sample  should  be  drawn  from  Medicaid  cases 
rather  than  claims 

the  MEQC  sample  should  include  rejected  applicants 
as  well  as  recipients 

-  MEQC  should  look  at  all  paid  claims  for  a  given  time 
period  rather  than  a  single  claim 

the  MEQC  sample  size  should  be  increased  to  a  level 
which  allows  greater  statistical  precision 

0     insure  that  MEQC  reviewers  have  complete  and  up-to-date 
knowledge  of  State  and  Federal  Medicaid  eligibility 
criteria 
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increase   the  Federal  MEQC  subsample   and  compare  eligibil- 
ity  decisions  with  Federal  Medicaid  policy  as  well   as  with 
State  policy 

increase   technical   assistance   to  States  for  improving 
their  eligibility  determination  system 

assist  States  in  the  analysis  of  MEQC  data  and  the 
development  of  corrective  action  plans 

assist  States  in   the  use  of  error-prone  case  profiles 

-     assist  States   in  analyzing  the  cost  effectiveness  of 
their  verification  procedures 

expand  MEQC  to  broaden  its   utility 

develop  a   cross-program  eligibility  QC  system  which 
draws  a   single  sample  and  reviews  AFDC ,   Medicaid, 
SSI  and  Food  Stamps   cases   at  the  same  time 

explore  broadening  MEQC  to  include  Utilization 
Review  of  the  cases   already  included  in   the 
sample 


PUBLIC  INFORMATION  AND  CLIENT  RIGHTS.   HEW  SHOULD  TAKE  STEPS  TO 
INSURE  THAT  MEDICAID  RECIPIENTS  AND  POTENTIAL  RECIPIENTS  ARE 
ADEQUATELY  INFORMED  ABOUT  THE  PROGRAM  AND  THEIR  RIGHTS  AND 
RESPONSIBILITIES  AS  RECIPIENTS  AND/OR  APPLICANTS. 

•  develop  standards   to  insure  that  States  provide   the 

public  with  clear,   easy-to-read,   comprehensive  information 
about  Medicaid  eligibility,   e.g.,   a  standard  that  all 
materials  be  comprehensible   to  an  individual  with  an 
eighth   grade  education.      Such  information  would  include: 

material   for  public  service  announcements  on  radio 
and   television 

material  on  rights  and  responsibilities  of  appli- 
cants and  recipients  to  be  distributed  in  welfare 
offices   and  Social  Security  offices 

application  forms  and  notices   to  applicants  concern- 
ing eligibility  decisions ,   the  reasons  why   they  were 
made,   and  the  procedures  whereby  appeals  can  be 
filed 

general   information  which  compares  AFDC,   SSI,   Food 
Stamps,   Medicaid ,   and  Medicare 

0     monitor  State  operations   to  insure  that  all   State 
Medicaid  materials  meet   these  standards ,   i.e.,    that 
public  understanding  is  adequately  promoted 

0     enforce  deadlines  for  fair  hearings 

0     enforce  deadlines   for  decisions  on  new  applications  and 
redeterminations    (including  SSI) 

0     require  States  and   the  Medicaid  Bureau   to  set  up  ombudsman 
offices   to  insure  that  recipient  concerns  get  adequate 
attention 
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9.       FEDERAL   REGULATIONS.       THE   FEDERAL   REGULATIONS   FOR  MEDICAID 

SHOULD  BE   REWRITTEN  AND   REFORMATTED   TO   INCREASE   THEIR  CLARITY 
AND  UTILITY.       THE   SSI    REGULATIONS    (20   CFR  416)    SHOULD  SERVE   AS 
A  PROTOTYPE. 

•  develop  a  usable  index  for  the  regulations 

•  include  a  definition-of -terms  section 

•  eliminate  extensive  cross-referencing 

m     use  short,   self-contained  discussions  of  specific  topics 
in  the  regulations 


10.       UNCLEAR  POLICIES.       THE   FEDERAL   REGULATIONS   AND  OTHER  POLICY 

MATERIALS   SHOULD  BE   CLARIFIED   IN  A  NUMBER  OF   SPECIFIC  ELIGIBIL- 
ITY  POLICY   AREAS.       THESE   AREAS    INCLUDE: 

•  spend- down:      the  definition  of  in-hand  and  available 
income,   accounting  periods,   use  of  non-eligible  family 
members'   medical   expenses  in  meeting  spend-down,   relation- 
ship of  third-party  insurance ,   definition   of  incurment,   and 
countable  medical  expenses 

0     State  residency  requirements  for  the  institutionalized 
placed  out-of-State ,   foster  children,   and  institutional- 
ized children  whose  guardians  move  out-of-State ,   and 
migrants 

»     State-administered  optional  supplements :      definition  of 
"reasonable  classification"   for  purposes  of  Medicaid 
eligibility 

m     personal  needs   allowance    (PNA)    of  the  institutionalized : 
monitoring  the  PNA;  when  and  how  the  PNA  can  be  reduced 
or  increased 

•  setting  the  medically  needy  level 

m     retroactive  coverage  provision:      definition  of  "in  hand," 
extent   to  which  separate  determinations  are  required  for 
specific  retroactive  periods 

0     continuity  of  eligibility  for  Medicaid-only   grandfathered 
cases 

0     applicability  of  Medicaid  maximum  on  gross   income  for 
categorically  needy    (i.e.,   "Medicaid  cap") 

0     how  relatives'   responsibility  provisions  relate  to  SSI  and 
SSI-related  cases 

0     allowable  income  disregards   and  income  exclusions  by 
category 

0     extent  to  which  States  can  impose  additional   conditions  of 
eligibility ,   e.g.,  Medicare  buy-in  and  current  medical  need 
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•  termination  procedures:      extent   to  which  fair  hearings  are 
required  and  required  procedures 

0     treatment  of  non-citizens 

*  extent   to  which  States  must  engage  in  independent  verifi- 
cation of  all   SSI  eligibility  criteria 
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A.l      Staff   Development   and  Technical   Assistance 

THE  STAFFING   CAPABILITY  FOR  MEDICAID  ELIGIBILITY  AT   THE 
FEDERAL,    STATE,    AND  LOCAL   LEVELS  SHOULD  BE   IMPROVED 

•  increase   the  rate  of  Federal   Financial   Participation 
(FFP)    for  the  States  to   75%  for   the  salaries  of  staff 

involved  in  Medicaid  eligibility 

•  develop  "recommended"   standards  of  staff / caseload 
ratios    to  States  for  local   eligibility   determination 
staff 

•  increase   the  HEW  Central   and  Regional   Office  staff  so 
that   a  sufficient  number  of  well-trained  full-time 
Medicaid  eligibility  specialists   are  available  to 
provide  prompt  and  accurate  guidance    to   the  States 

0      develop  additional   mechanisms   through   the  Medicaid 
Management  Institute   to  support  improvements  in   the 
management  of  eligibility  determination  in   the 
Medicaid  program 


Summary  of  Problem 

Because  Medicaid  policy   is   complex   and  difficult   to   implement, 
nothing  is  more   important   to   the  success   of  the  program  than   an   ade- 
quate  number  of  well-trained  and  qualified  staff.      Yet  the   adminis- 
tration of  Medicaid  eligibility  has   been   a  low  priority   at  every 
level  of  the  program,    from  HEW1 s   Central   Office    to   State   and   local 
Medicaid  agencies.      There    are   not  enough   staff  who   understand  Medi- 
caid eligibility  well;    furthermore,    little   incentive   exists    for 
States   to   change   the   situation  because  of  the  matching  rate    for  pro- 
gram administration.      Medicaid  eligibility  workers   in  many   States 
have   extremely   low  pay,   high   caseloads,    and  no   career  potential   in 
their   jobs.      At   the   Federal   level,    there    is   only   a  handful   of  staff 
to  respond  to  the   continuous   requests    for  technical   assistance    from 
the   States.      Compared   to   the   number  of  eligibility   specialists    in 
other  transfer  programs,    Medicaid   is    severely   understaffed,    not- 
withstanding  its    complexity   and  the  millions   of  dollars    involved.* 


♦Chapter   4,    pp.    10-12,    98-99,    102-117. 
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Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

+ 

0 

++ 

This  reform  would  establish  the  staffing  and  administration  of 
eligibility  as  a  priority  in  improving  the  Medicaid  program.   The 
rate  of  FFP  to  States  for  eligibility  staff  would  be  increased. 
Recommended  standards  would  be  developed  to  guide  States  in  estab- 
lishing reasonable  worker  caseloads. 

The  number  of  HEW  Central  Office  staff  providing  assistance  in 
Medicaid  policy  implementation  would  be  increased.   HEW  Regional 
Offices  which  were  not  already  doing  so  would  be  required  to  reor- 
ganize their  Medicaid  staff  so  that  assistance  to  States  would  be 
provided  by  well-trained,  full-time  specialists  in  Medicaid  eligibil- 
ity.  This  reform  would  also  call  for  the  Medicaid  Management  Insti- 
tute to  support  improvements  in  the  administration  of  Medicaid  eli- 
gibility determination  by  providing  Federal  monies  for  technical 
assistance  and  developing  procedures  for  identifying  and  dissemina- 
ting exemplary  State  practices. 

The  impact  of  this  reform  would  clearly  be  increased  administra- 
tive efficiency.   With  well-qualified  and  adequate  staff,  much  could 
be  done  to  improve  eligibility  determination,  even  if  Medicaid  policy 
continued  to  be  complex  and  difficult  to  implement.   With  increased 
FFP,  States  could  put  more  emphasis  on  Medicaid  administration. 
Improved  technical  assistance  to  States  in  policy  interpretation  and 
implementation  should  reduce  State  non-compliance  with  Federal  policy 
by  ensuring  that  States  understand  the  Federal  regulations.   It 
would  also  increase  overall  program  efficiency  by  promoting  the  use 
of  the  best  techniques  for  implementing  difficult  policies. 

Increased  assistance  to  States  in  clarification  and  application 
of  Medicaid  policy  would  also  promote  greater  equity  in  the  program 
because  it  would  result  in  greater  uniformity  in  policy  implementa- 
tion across  regions  and  States. 
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A. 2  Program  Coordination 

COORDINATION  BETWEEN   THE  MEDICAID  PROGRAM 
AND  OTHER  INCOME    TRANSFER  PROGRAMS 
SHOULD  BE   IMPROVED 

m     mandate   the  development  of  "cross-program  impact 

statements"   for  all   proposed  changes  in  major  income 
transfer  programs  so  that  policy   inconsistencies , 
excessive  benefit  reduction  rates,    and  unplanned- for 
repercussions   can  be   fully  explored  before  final 
decisions   are  made 

0     establish  ongoing  eligibility  policy   coordination 

units  within  HEW  with  responsibility   for  coordinating 
Medicaid  with  other  major  income   transfer  programs 


Summary  of  Problem 

Through  the  life  of  Medicaid,  insufficient  attention  has  been 
given  to  its  interrelation  with  the  other  major  income  transfer  pro- 
grams (AFDC,  SSI,  Food  Stamps,  housing  programs)  in  spite  of  the 
fact  that  eligibility  for  Medicaid  at  times  is  dependent  upon  eligi- 
bility for  these  other  programs.   Often,  changes  have  been  made  in 
cash  assistance  policy,  particularly  SSI  policy,  which  either  con- 
flict with  Medicaid  policy  or  which  are  inappropriate  for  use  in  the 
Medicaid  program,  e.g.,  SSI  transfer  of  assets  and  relatives'  re- 
sponsibility policies  and  the  definition  of  disability. 

Not  only  do  certain  program  policies  conflict,  but  also  coordi- 
nation of  program  activities  is  very  poor.   Coordination  between  SSI 
and  Medicaid  operations  is  especially  inadequate.   Problems  exist 
with  information  exchange,  interprogram  referrals,  disability  deter- 
mination, and  handling  the  institutionalized. 

A  final  problem  which  has  occurred  because  of  inadequate  con- 
sideration of  interprogram  impacts  is  the  excessive  benefit  reduction 
rate  faced  by  clients  who  receive  benefits  from  more  than  one  program. 
This  rate  can  accumulate  to  well  over  one  hundred  percent,  thus  ne- 
gating any  incentive  effect.* 


♦Chapter  3,  pp.  37-38,  67-73,  80-88;  Chapter  4 ,  pp .  39-83,  140, 
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Analysis  of  the  Reform 
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++ 

This  reform  would  launch  a  beginning  effort  to  prevent  adverse 
interprogram  impacts  by,  first,  mandating  the  development  of  "cross- 
program  impact  statements"  for  all  proposed  policy  changes  in  major 
income  transfer  programs.   These  impact  statements  would  assess 
benefit  reduction  rates,  policy  inconsistencies,  and  other  unplanned- 
for  repercussions.   Also,  the  reform  would  establish  eligibility 
policy  coordination  units  within  HEW  which  would  be  responsible  for 
coordinating  policies  of  the  major  income  transfer  programs. 

The  primary  impact  of  these  reforms  would  be  increased  adminis- 
trative efficiency  and  increased  incentives  to  go  off  welfare.   Some 
increased  equity  would  also  result.   Administrative  efficiencies 
would  result  because  of  increased  coordination  of  policies  and  oper- 
ations among  programs.   Also,  this  reform  would  increase  incentives 
to  work  by  minimizing  benefit  reduction  rates  among  the  major  income 
transfer  programs.   Reducing  benefit  reduction  rates  would  also 
result  in  increased  equity  because  individuals  with  some  income 
would  no  longer  be  worse  off  than  those  with  slightly  less  outside 
income  who  are  on  assistance. 

Cost  Analysis 

Better  coordination  should,  in  principle,  reduce  program  costs. 
Eliminating  some  of  the  most  blatant  notches  and  adverse  incentives 
should  provide  impetus  for  more  persons  to  earn  their  way  off  social 
welfare  programs  or  to  utilize  some  of  the  less  expensive  alterna- 
tives.  Nonetheless,  every  time  benefit  reduction  rates  are  reduced 
or  notches  eliminated,  more  persons  may  become  eligible  because  such 
changes  inevitably  imply  a  liberalizing  of  financial  and  non-finan- 
cial restrictions.   In  the  short  run  at  least,  before  persons  can 
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respond  to  the  more  desirable  incentive  structure,  costs  are  certain 
to  increase  due  to  the  liberalized  standards.   In  the  long  run,  the 
effects  are  uncertain. 
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A. 3   SSA/Medicaid  Relations 

CHANGES  NEED   TO  BE  MADE    TO   IMPROVE  BOTH   THE 

OPERATIONS   OF  SSA  AND  THE  INTERFACE 

BETWEEN  SSA   AND  MEDICAID 

0     improve   the  referral   procedures  between  SSA  and  welfare/ 
Medicaid  offices   at   the  local   level 

0     SSA  should  assume  responsibility  for  eligibility 

determination  of  nursing  home   cases   and  cases  needing 
retroactive  coverage 

0     SSA  should  make  its  Quality  Assurance   program  more   useful 

0     SSA  should  revise  its    termination  and  denial   letters   so 
that  SSI  applicants   and  recipients   are  not  mislead  about 
their  potential   Medicaid  eligibility 

0     SSA  should  expedite  its   appeals  process   for  SSI  so   that 
Medicaid  claims   can  be  settled  in  a   reasonable   time  period 

0     SSA  should  use   the  same   time  limits   as  States    (i.e.,   sixty 
days)    in   determining  eligibility  for  disabled  SSI  appli- 
cants;   in   the  interim,   States  should  receive   full   FFP  for 
all   Medicaid  presumptive  disability   cases 

0     SSA  should  develop  record-sharing  policies  with  State 

disability   determination   units  in  order   to  avoid   unneces- 
sary  duplication  of  the  disability   determination  process 

0     SSA  should  undertake  a   complete  review  and  modification  of 
the  State  Data  Exchange    (SDX)    system  to  improve  its   con- 
tent,   timeliness ,  accuracy ,    and  usefulness   to  States 

0     SSA  should  provide  States  with  extensive   training  in   the 
SDX  and  BENDEX  systems 

0  SSA  should  test  the  installation  of  an  on-line  system 
linking  the  SDX  to  a  State  Medicaid  system,  since  the 
tape-to-tape   approach   continues   to  cause   delays 


Summary  of  Problem 

There  is  a  serious  lack  of  administrative  coordination  between 
SSA  and  State  Medicaid  agencies  which  has  added  considerably  to  the 
administrative  problems  of  the  Medicaid  program.   In  particular,  it 
seems  that  those  who  planned  SSI  operations  did  not  give  sufficient 
consideration  to  the  impact  of  the  program  on  Medicaid.   Because 
Medicaid  eligibility  usually  depends  on  cash  assistance  eligibility, 
or,  at  the  least,  on  categorical  eligibility,  State  Medicaid  agen- 
cies are  dependent  on  the  Social  Security  Administration  for  that 
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agency's  decisions  regarding  cash  assistance  and  categorical  eligi- 
bility.  However,  the  Social  Security  Administration  in  many  in- 
stances has  not  been  meeting  the  States'  needs.   Not  surprisingly, 
this  lack  of  coordination  has  resulted  in  frequent  duplication  of 
effort  between  the  two  agencies. 

To  begin  with,  neither  agency  adequately  understands  how  the 
other  works.   SSA  staff  are  inadequately  trained  regarding  many  Medi- 
caid eligibility  requirements.   Similarly,  Medicaid  staff  are  not 
sufficiently  familiar  with  the  way  SSI  works.   They  particularly 
need  a  better  understanding  of  SSA's  State  Data  Exchange  (SDX)  and 
BENDEX  systems,  since  these  are  the  key  information  transmittal  sys- 
tems for  SSA. 

Because  of  the  misunderstandings  on  both  sides,  the  quality  of 
referrals  is  generally  poor.   SSA  often  inappropriately  sends  clients 
to  State  Medicaid  agencies  through  its  termination  and  denial  no- 
tices.  Such  notices  are  indiscriminately  sent  to  persons  who  have 
been  denied  eligibility  on  both  categorical  and/or  financial  grounds. 
While  referrals  to  Medicaid  may  be  appropriate  in  cases  where  clients 
have  been  denied  SSI  eligibility  on  financial  grounds ,  they  are 
totally  inappropriate  for  cases  which  are  categorically  ineligible. 

Problems  also  result  because  there  are  two  types  of  eligibility 
determination  involving  SSI  recipients  for  which  SSA  has  not  taken 
responsibility.   State  Medicaid  agencies  must  continue  to  perform 
eligibility  determination  for  all  new  cases  needing  retroactive 
Medicaid  coverage,  as  well  as  all  nursing  home  cases.   These  are  two 
of  the  most  difficult  types  of  cases,  yet  in  neither  instance  have 
Medicaid  and  SSA  worked  out  a  reasonable  administrative  approach. 
Both  agencies  are  involved  in  these  cases ,  usually  to  the  confusion 
of  each  other  and  the  client. 

Another  major  problem  area  is  the  disability  determination  pro- 
cess.  SSA's  disability  decisions  on  which  States  depend  in  making 
Medicaid  eligibility  decisions  are  often  delayed.   Sometimes  there 
are  discrepancies  between  State  and  SSA  disability  decisions  because 
SSA  provides  no  clear  guidelines  for  States  to  follow  in  applying 
disability  criteria.   Having  both  SSA  and  the  State  Medicaid  agen- 
cies determine  disability  involves  a  great  deal  of  duplication  of 

6-25 


effort,  especially  because  the  two  agencies  do  not  share  their 
client  records. 

Problems  of  coordination  occur  in  other  areas  as  well.   There 
is  no  coordination  of  quality  control  efforts  between  the  SSI  and 
Medicaid  programs.   Currently,  SSA  does  not  regularly  share  the  re- 
sults of  its  Quality  Assurance  reviews  with  States,  despite  the  fact 
that,  in  most  States,  Medicaid  eligibility  is  directly  linked  to  SSI 
eligibility.   Another  problem  area  is  the  appeals  process.   Diffi- 
culties in  this  area  are  largely  a  result  of  the  fact  that  SSA  some- 
times takes  years  to  complete  its  appeals  process  for  a  single  case. 
In  cases  involving  a  disability  decision,  Medicaid  has  no  choice  but 
to  await  the  completion  of  the  SSI  appeal  process .   Medicaid  offici- 
als feel  like  they  are  "in  a  bind,"  however,  when  the  SSI  appeal 
process  extends  beyond  two  years,  because  there  is  a  two-year  statute 
of  limitations  on  Federal  matching  for  Medicaid  claims. 

Finally,  much  confusion  between  SSA  and  State  Medicaid  programs 
results  because  of  problems  with  the  SDX.   The  data  that  SSA  sends 
to  the  States  on  the  SDX  data  file  is  at  times  inaccurate,  untimely, 
and  difficult  to  decipher.   States  get  much  data  they  do  not  need, 
while  other  more  important  types  of  information  are  not  included  in 
the  system  at  all.   Since  the  SDX  is  the  main  source  of  information 
on  the  greatest  utilizers  of  Medicaid  services  (i.e.,  adult  recipi- 
ents) ,  it  seems  reasonable  that  the  SDX  should  contain  exactly  the 
data  State  Medicaid  agencies  need.* 

Analysis  of  the  Reform 
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This  reform  responds  to  these  problems  both  by  improving  the 
efficiency  of  SSA  operations  which  have  an  impact  on  Medicaid 


*Chapter  3,  pp.  77,  114-115;  Chapter  4,  pp.  58-77,  89-90, 
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program  administration  and  by  improving  interface  between  the  two 
programs.   The  primary  impact  of  this  reform  would  be  to  improve 
Medicaid  program  administration.   In  addition,  there  would  be  some 
improvement  in  program  equity. 

This  reform  would  improve  administrative  coordination  by  in- 
creasing SSA's  responsiveness  to  States'  needs  for  information  and 
decisions  which  affect  Medicaid  eligibility.   In  particular,  the 
reform  seeks  to  expedite  the  SSA  disability  determination  and  ap- 
peals process  as  well  as  to  improve  the  accuracy,  timeliness,  and 
scope  of  data  exchange.   Interface  would  be  further  improved  by 
developing  record- sharing  policies,  by  improving  the  quality  of  re- 
ferrals, by  allowing  State  Medicaid  agencies  access  to  SSA  Quality 
Assurance  results ,  and  by  providing  adequate  training  to  both  SSA 
and  State  Medicaid  staff. 

The  resulting  improvements  in  the  quality  of  appeals,  referrals, 
and  disability  determinations  should  increase  program  equity  by 
making  the  eligibility  system  equally  responsive  to  all  potential 
eligibles. 


6-27 


A. 4   Dissemination  of  Policies  and  Policy  Interpretation 

FEDERAL   MEDICAID  POLICY  AND  INTERPRETIVE   MATERIALS 
SHOULD  BE    TRANSMITTED   TO   THE   STATES   IN  A 
MORE   TIMELY,    CONSOLIDATED,    AND  ORGANIZED  MANNER 

0     restrict  dissemination  of  changes  in   Federal  Medicaid 
policy    to  a  single  information   channel 

0     provide  States   at   least  forty-five  days  lead   time 
before  new  policy  materials  must  be  implemented 

0     provide  States  with  interpretive  materials   concerning 
new  Federal  policies  at   the  same   time   the  new  policies 
are  issued 

0  provide  States  with  alternative  interpretations  of 
Federal  policies  when  more  than  one  alternative  is 
acceptable 


Summary  of  Problem 

The  manner  in  which  the  Federal  government  disseminates  policy 
to  the  States  causes  considerable  confusion  and  imposes  an  unneces- 
sary administrative  burden  on  States.   States  often  get  little  or  no 
lead  time  to  prepare  for  policy  changes;  policy  guidance  material  is 
usually  issued  after  the  policy  becomes  effective  (from  several 
months  to  several  years) ,  and  policies  and  policy  interpretations  are 
are  continually  changing,  forcing  States  constantly  to  make  adjust- 
ments in  their  programs.   Finally,  policy  and  policy  interpretations 
are  disseminated  through  several  different  channels  from  several 
different  HEW  offices,  making  it  difficult  for  States  to  keep  track 
of  policy  issuances.* 


♦Chapter  4 ,  pp .  7-10,  98-100. 
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Analysis  of  the  Reform 


This  reform  would  mitigate  these  policy  dissemination  problems, 
first,  by  requiring  that  States  be  given  adequate  lead  time  before 
policy  becomes  effective  and  by  requiring  that  policy  interpretive 
materials  be  issued  no  later  than  the  effective  date  of  new  policy. 
In  this  way,  States  would  be  able  to  adequately  prepare  for  policy 
changes  with  staff  training,  policy  manual  changes,  data  system 
adjustments,  and  adjustments  in  forms  before  the  new  policies  go 
into  effect.   Policy  interpretive  materials  would  also  be  made  more 
effective  because  States  would  have  more  opportunity  to  comment  on 
draft  materials.   Finally,  all  Federal  policy  and  interpretive 
materials  would  be  disseminated  through  one  channel,  thus  reducing 
the  confusion  of  using  several  channels. 

The  primary  impact  of  this  reform  would  be  an  increase  in  ad- 
ministrative efficiency.   Not  only  would  the  policy  dissemination 
process  itself  be  more  efficient,  but  also  the  process  of  policy 
implementation  would  be  improved.   Given  adequate  lead  time  be  fore 
implementation  as  well  as  timely  policy  interpretive  materials, 
States  would  be  more  likely  to  implement  policy  correctly  and  com- 
pletely from  the  start. 

These  reforms  would  also  result  in  some  increased  equity  because 
policy  would  be  implemented  more  correctly  and  thus  more  uniformly. 
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A. 5      Federal   Monitoring 

HEW  SHOULD  DEVISE  A   MORE  EFFECTIVE  SYSTEM  FOR 
MONITORING  STATE   COMPLIANCE   WITH  FEDERAL  POLICY 

•  revise   the  State  plan  pre-print 

m     establish   a  periodic  Central   Office  review  of  all 
State  Medicaid  eligibility  plans 

0     base  monitoring  activities   upon   State  Medicaid 
manuals   and  not   upon   the  State  Plan  Pre-print 

•  revise  approach   to  citing  State   compliance  issues 
so   that    Federal  policy  is  better  enforced 

m  rethink  the  current  role  of  HEW  Regional  Office 
staff  who  must  serve  both  as  compliance  monitor 
and  as  provider  of  assistance . 


Summary   of  Problem 

State   compliance  with   Federal  policy   is   a  major   administrative 
problem  in   the   Medicaid  program.      A  recent   GAO   audit   report   on   Medi- 
caid  found   that  between   October   1969   and  September   1974   there  were 
2,300   reported  instances   of  non-compliance.      Actual   instances   of  non- 
compliance   (including  those  not   reported)    are   thought   to  be   consid- 
erably more  prevalent. 

States   are   out   of   compliance    for   a  number  of  reasons.      The  pri- 
mary   reason   is   that  the  Federal  monitoring   system  is   ineffective. 
Several   aspects   of  the   monitoring  process   need  immediate    attention. 
The   Medicaid  eligibility   State   Plan   Pre-print   is    an   ineffective   moni- 
toring  tool  because    it   does   not   adequately   describe   State   policy   and 
is   not   the   document   used  by   State   staff   in   implementing  policy.      Even 
worse ,    some   Medicaid  State   Plans   have  been   approved  even  though   they 
do   not    follow   Federal  policy.      When   States   are    found  out   of   compli- 
ance with   Federal  policy,    the  process   of   citing  the   violation   is   en- 
cumbered by  excessive   red   tape.      Finally,    HEW  regional   staff   respon- 
sible   for  monitoring   compliance   are  hindered  in   meeting  their   respon- 
sibilities  because   they  must   act   as   monitors  while   at   the   same   time 
providing  technical   assistance   to  States.* 


'Chapter   4,    pp.    10-14,    90-100,    133-135 
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Analysis  of  the  Reform 
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This  reform  would  improve  the  monitoring  process  by  making  the 
following  adjustments.   The  State  Plan  Pre-print  would  be  revised. 
A  periodic  review  of  all  State  plans  would  be  undertaken  by  the 
Central  Office  to  ensure  full  compliance  with  Federal  policy.   The 
use  of  the  State  Plan  Pre-print  as  a  monitoring  tool  would  be  discon- 
tinued.  Federal  monitors  would  be  required  to  rely  on  State  Medicaid 
manuals  which  provide  more  complete  documentation  of  State  policy. 
As  a  result,  Federal  monitors  would  be  less  likely  to  overlook  an 
area  of  non-compliance.   Changes  would  be  made  in  the  compliance 
process  to  make  it  easier  to  hold  a  compliance  hearing  and  thus, 
more  likely  that  corrective  action  would  be  taken.   Finally,  the  role 
of  Federal  monitors  would  be  made  clearer.   Thus,  it  would  be  easier 
for  Regional  Office  staff  to  fulfull  their  monitoring  function. 

The  primary  impact  of  this  reform  would  be  to  improve  the  admin- 
istrative efficiency  of  the  program.   In  particular,  this  reform 
would  result  in  increased  State  adherence  to  Federal  policy.   The 
efficiency  of  the  monitoring  process  would  also  be  improved  by  re- 
placing ineffective  procedures  with  procedures  that  work. 

In  addition,  this  reform  would  increase  equity  in  the  program  by 
promoting  more  uniform  implementation  of  Medicaid  policy  across  re- 
gions and  States. 

Cost  Analysis 

This  reform  is  designed  to  insure  statutory  compliance  and,  thus, 
to  produce  increased  equity  and'  reduce  the  administrative  and  ineffi- 
ciency surrounding  regulatory  interpretation.   While  the  latter  is 
almost  certain  to  provide  savings  above  and  beyond  implementation 

costs,  statutory  compliance  may  well  increase  costs.   For  example, 
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many  States  have  not  applied  the  more  liberal  SSI  disregard,  trans- 
fer of  assets,  and  relatives'  responsibility  provisions  to  their 
medically  needy  programs.   Thus,  although  there  may  be  fewer  ineli- 
gibles  accepted  for  coverage,  there  may  be  fewer  eligibles  incor- 
rectly rejected. 
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A. 6   Data  Collection  and  Computer  Systems 

IMPROVEMENTS  SHOULD  BE  MADE   IN   THE  PROCESS 
WHEREBY  STATES  COLLECT  AND  PROCESS  DATA 
CONCERNING   MEDICAID  ELIGIBILITY 

0     mandate   to   States  a  minimum  data  set   regarding 
eligibility  information 

•  provide  increased  FFP  for  any  State  effort   to 
automate  the  Medicaid  eligibility  determination 
process    (not  just  efforts   linked   to  MMIS) 

0     improve   the  MMIS  for  eligibility  purposes 

m     improve  HEW  efforts   at  collection,   analysis ,   and 
dissemination  of  Medicaid  eligibility  data  on  a 
periodic  basis 

0      assist   States  in  improving  their  linkages  with 

data  systems  of  other  programs   important   to  Medicaid 
eligibility 


Summary  of  Problem 

The  Federal  government  has  paid  relatively  little  attention  to 
the  collection  of  pertinent  eligibility  data  for  Medicaid.   No  one 
has  any  idea  how  many  persons  are  enrolled  in  the  program  nationally. 
No  data  are  available  even  on  the  number  of  recipients  under  the 
medically  needy  program.   Many  States  do  not  even  collect  enrollee 
data.   Only  one  of  our  six  study  States  with  medically  needy  programs 
had  any  data  at  all  on  spend- downers .   Very  little  data  are  required 
or  actively  sought  by  Federal  administrators.   And  many  States  report 
that  their  annual  2082  forms  (one  of  the  few  required)  are  highly 
unreliable.   Medicaid  is  thus  a  $20  billion  program  with  almost  no 
data  on  its  enrollees.   Medicaid  potentially  offers  a  remarkably  rich 
source  of  information  on  the  provision  of  medical  care  to  the  poor 
simply  because  each  State's  program  is  so  different.   At  a  time  when 
national  health  insurance  is  an  ever-present  possibility,  this  in- 
formation is  vital.* 


*Chapter  4,  pp.  117-129, 
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Analysis  of  the  Reform 
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This  reform  calls  for  a  concerted  effort  at  the  Federal  level 
to  determine  what  data  is  necessary  for  informed  policy  evaluation. 
At  the  very  least,  States  ought  to  be  required  to  submit  accurate 
data  regarding  the  number  of  enrollees  and  costs  by  categorical 
group,  including  the  special  groups,  for  both  the  categorically 
needy  and  the  medically  needy,  and  to  provide  special  information  on 
spend-downers.   Data  on  the  numbers  of  recipients  should  be  col- 
lected in  the  same  format.   Information  regarding  both  numbers  of 
and  utilization  rates  of  those  persons  eligible  for  cash  assistance 
but  not  receiving  it  ought  to  be  collected  in  a  more  useable  fashion. 

Used  properly,  this  increased  information  could  vastly  improve 
the  target  efficiency  of  the  program.   Administrative  efficiency 
could  be  increased.   But  most  importantly,  policy  judgment  in  any 
area  could  be  made  on  a  much  more  informed  and  realistic  basis . 

Cost  Analysis 

Most  States  visited  by  USP&E  indicated  that  more  extensive  data 
could  be  collected  without  substantial  increase  in  administrative 
costs  if  sufficient  notice  were  given.   The  savings  which  might  re- 
sult from  more  accurate  cost  estimates  and  more  informed  policy 
judgments  cannot  be  estimated. 
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A. 7   Quality  Control 


PROCEDURES  SHOULD  BE  IMPROVED   TO 
INCREASE   THE   UTILITY   OF  MEQC   DATA 

revise  MEQC  sampling  procedures 

insure   that  MEQC  reviewers  have   complete  and   up-to-date 
knowledge  of  State  and  Federal   Medicaid  eligibility   criteria 

increase  the  Federal   MEQC  subsample  and  compare  eligibility 
decisions  with  Federal  Medicaid  policy   as  well    as  with  State 
policy 

increase   technical    assistance   to  States  for  improving   their 
eligibility   determination  system 

expand  MEQC  to  broaden  its   utility 


Summary  of  Problem 

Many  State  officials  indicate  that  the  current  Federally-man- 
dated, State-operated  MEQC  program  is  of  questionable  use  to  them  as 
a  mechanism  for  controlling  eligibility  errors.   Several  deficien- 
cies in  current  sampling  procedures,  especially,  detract  from  MEQC's 
usefulness.   First,  the  MEQC  sample  is  based  on  paid  claims  rather 
than  on  Medicaid  enrollees.   Thus,  it  reflects  only  the  eligibility 
errors  for  those  program  eligibles  who  have  utilized  program  bene- 
fits.  As  such,  it  allows  for  only  partial  review  of  errors  made  in 
determining  eligibility.   Enrollees  who  have  not  utilized  benefits 
are  not  included;  neither  are  rejected  applicants.   The  use  of  claims 
also  means  there  is  often  a  substantial  time  lag  before  eligibility 
errors  are  detected.   Second,  the  Federal  requirements  for  a  minimum 
MEQC  sample  size  are  too  low  to  produce  statistically  reliable  re- 
sults for  internal  use  by  the  States.   Third,  the  MEQC  sample  could 
be  more  usefully  and  efficiently  integrated  with  other  quality  con- 
trol programs.   Currently,  inefficiencies  result  because  several  of 
the  major  transfer  programs  draw  samples  which  overlap.   Also,  at 
present,  little  effort  is  made  to  coordinate  MEQC  with  the  utiliza- 
tion review  program.   Coordination  of  these  two  programs  could 
greatly  enhance  the  utility  of  MEQC  data  by  showing  whether  services 
provided  within  a  given  review  period  were  needed  services,  whether 
they  were  covered  services,  and  whether  they  were  actually  received. 
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In  addition  to  sampling  problems,  MEQC  is  hindered  by  the  fact  that 
MEQC  reviewers  often  are  not  sufficiently  well-informed  about  cor- 
rect eligibility  procedures  and,  therefore,  do  not  recognize  errors 
when  they  see  them.   Finally,  States  are  not  doing  much  analysis  of 
their  MEQC  results,  and  only  a  few  States  have  developed  good  cor- 
rective action  techniques  for  solving  Me die aid- related  eligibility 
problems.  * 

Analysis  of  the  Reform 
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++ 

This  reform  is  directed  at  increasing  the  usefulness  of  MEQC  as 
a  management  tool.   Specifics  of  the  reform  would  improve  MEQC 
sampling  procedures,  integrate  MEQC  with  other  quality  control  pro- 
grams, and  most  importantly,  assist  States  in  making  maximum  use  of 
MEQC  results  as  a  tool  for  analyzing  and  solving  Medicaid-related 
eligibility  problems. 

The  primary  impact  of  this  reform  would  be  to  improve  program 
administration.   Improvements  in  the  way  the  MEQC  program  is  imple- 
mented would  strengthen  both  fiscal  and  policy  control  over  eligi- 
bility errors.   In  turn,  greater  program  control  would  increase 
adherence  to  Federal  standards.   Efforts  to  integrate  the  MEQC  sample 
with  samples  for  other  quality  control  programs  would  enhance  the 
overall  efficiency  of  quality  control  efforts  and  would  improve  the 
utility  of  MEQC  data. 

Greater  program  control  achieved  through  a  more  effective  MEQC 
program  would  promote  greater  equity  among  recipients  by  reducing 
the  likelihood  that  anyone  would  be  denied  eligibility  inappropri- 
ately or  inappropriately  receive  benefits. 


♦Chapter  4,  pp.  84-89,  133-135. 
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Cost  Analysis 

The  costs  of  an  expanded  MEQC  program  would,  of  course,  depend  on 
the  scope  of  the  program  adopted.   ADFC-QC  costs  may  be  some  guide, 
but  actual  costs  are  hard  to  measure.   Whether  or  not  MEQC  is  extended 
to  cover  false  denials,  USR&E  believes  the  reforms  proposed  would  be 
cost  effective. 

As  long  as  MEQC  concentrates  on  the  number  of  ineligibles  actu- 
ally enrolled  in  Medicaid,  improved  quality  control  cannot  help  but 
reduce  costs.   If  MEQC  begins  to  concentrate  on  persons  inappropri- 
ately denied  coverage,  costs  could  actually  increase  if  persons 
formerly  found  ineligible  are  given  Medicaid  protection.   Nonethe- 
less, it  is  USR&E' s  sense  that  savings  from  reducing  enrollment  of 
ineligibles  would  far  outweigh  costs  produced  by  reducing  the  number 
of  persons  wrongly  rejected.   Persons  who  are  potentially  eligible 
and  need  Medicaid  coverage  badly  probably  succeed  in  getting  in  the 
program  in  most  cases.   Thus,  cases  inappropriately  denied  are  prob- 
ably less  needy  than  average.   At  the  same  time,  persons  who  get 
into  the  program  even  though  they  are  technically  ineligible  may 
well  have  higher  than  average  costs.   Thus,  reducing  the  number  of 
these  persons  enrolled  may  significantly  reduce  costs. 
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A. 8  Public  Information  and  Client  Rights 

HEW  SHOULD   TAKE   STEPS    TO  INSURE   THAT  MEDICAID  RECIPIENTS 
AND   POTENTIAL   RECIPIENTS   ARE   ADEQUATELY   INFORMED 

ABOUT  THE  PROGRAM  AND  THEIR  RIGHTS  AND 
RESPONSIBILITIES  AS  RECIPIENTS  AND/OR  APPLICANTS 

0     develop  standards    to  insure   that  States  provide   the 
public  with  clear,    easy-to-read,    comprehensive 
information  about  Medicaid  eligibility,   e.g.,    a 
standard  that   all  materials   be  comprehensible  to  an 
individual   with  an   eighth   grade  education 

0     monitor  State  operations   to  insure   that  all   State 
Medicaid  materials  meet   these  standards ,   i.e.,    that 
public  understanding  is  adequately  promoted 

0      enforce  deadlines   for  fair  hearings 

0     enforce   deadlines   for  decisions  on  new  applications   and 
redeterminations    (including  SSI) 

0     require  States  and  the  Medicaid  Bureau   to  set  up 
ombudsman  offices   to  insure   that  recipient  concerns 
get  adequate  attention 


Summary  of  Problem 

There  is  considerable  evidence  that  the  Medicaid  eligibility 
system  is  seriously  deficient  in  providing  public  information 
about  Medicaid  eligibility  provisions,  in  informing  Medicaid  ap- 
plicants and  recipients  about  their  rights,  and  in  providing 
Medicaid  applicants  with  a  clear  notification  of  eligibility 
decisions  made  in  their  behalf.   Lack  of  understanding  of  the 
Medicaid  program  on  the  part  of  many  recipients  is  a  problem 
which  has  serious  ramifications  in  the  area  of  equity:   the 
system  works  to  the  advantage  of  those  few  clients  who  under- 
stand it  the  best  and/or  who  have  workers  who  are  helpful  in 
maneuvering  them  through  the  maze  of  eligibility  requirements. 

In  the  area  of  client  rights,  there  are  several  major  prob- 
lems. First,  applicants  and  recipients  face  extensive  delays  in 
getting  action  on  an  appeal.  This  problem  is  primarily  a  result 
of  the  fact  that  the  Social  Security  Administration  has  not  been 
meeting  States'  needs  for  decisions  and  information  which  affect 
Medicaid  eligibility  in  the  case  of  adult  recipients.  Because 
Medicaid  eligibility  usually  depends  on  cash  assistance  eligi- 
bility or,  at  least,  on  categorical  eligibility,  the  fact  that 
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SSA's  eligibility  decisions  are  often  untimely  slows  down  the 
Medicaid  eligibility  determination  process.   Second,  there  is  no 
one  in  the  current  system  who  has  the  time  or  knowledge  to  explain 
program  eligibility  requirements  to  clients  who  are  confused  and 
need  help.   Given  both  the  fact  that  few  recipients  understand  the 
Medicaid  program  and  that  the  eligibility  determination  process  con- 
tinues to  be  subject  to  error,  clients  sorely  need  an  advocate.* 

Analysis  of  the  Reform 
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This  reform  responds  to  these  problems  by  improving  the  quality 
and  usefulness  of  public  information,  by  urging  the  enforcement  of 
deadlines  for  fair  hearings  and  for  decisions  on  new  applications, 
and  by  creating  an  advocacy  office  for  all  applicants  to  the  major 
transfer  programs.   The  primary  impact  of  these  reforms  would  be  to 
increase  equity.   However,  the  reforms  would  also  improve  program 
administration . 

Improving  the  quality  of  public  information  would  help  to  ensure 
that  all  potential  recipients  are  cognizant  of  Medicaid  requirements 
and  benefits  and  of  recipient  rights  and  responsibilities.   Improving 
the  system's  turnaround  time  on  eligibility  decisions  and  appeals- 
would  also  promote  greater  equity  by  ensuring  that  the  system  is 
equally  responsive  to  all  who  apply.   Further,  equity  benefits  would 
accrue  to  the  creation  of  an  ombudsman  office;  clients  lost  in  the 
maze  of  eligibility  requirements  would  have  somewhere  to  turn  for 
clarification  and  help. 

Greater  administrative  efficiency  would  result  if  clients  better 
understood  their  responsibilities  and  the  application  process. 


♦Chapter  3,  pp.  112-113;  Chapter  4,  pp.  129-132,  135-140, 
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Worker  time   spent  explaining  program  requi rements  would  be   consider- 
ably  reduced  with   the    availability  of  easy-to-understand  public   in- 
formation materials. 

Cost   Analysis 

Although   some    administrative   efficiency  might   result   from  this 
reform,    the  inevitable   trade-off   to   increased   client  information   is 
higher   costs.      The    lack   of  publicity   and  public  outreach  programs   in 
most   States   has  probably   caused  a  low  participation   rate   in   the  pro- 
gram and,    thus,    lower   costs.      Perhaps   the   rationale   is   that  the  most 
needy   manage   to    find   their  way   onto   the  program.      An  obvious   example 
of   the   lack   of  information   is    the   MA-21  program.      The   USR&E   analysis 
shows   that  this   could  be  one   of  the  most  expensive   components   to   the 
Medicaid  program.      But   few  persons    are    aware   of  it;    indeed,    few 
policymakers   outside   of  the   immediate   Medicaid   administrators   know 
of  its   existence.      Thus,    participation  in   the   MA-21  program  remains 
very   low.      Spend-down  is   another   little-known  program.      Public   infor- 
mation,   then,    while   essential    for  horizontal  equity,   may   significantly 
increase   Medicaid  costs. 
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A.  9     Federal   Regulations 

THE  FEDERAL   REGULATIONS   FOR  MEDICAID  SHOULD  BE 
REWRITTEN  A ND  REFORMATTED   TO  INCREASE   THEIR 
CLARITY  AND  UTILITY.       THE  SSI  REGULATIONS 
(20   CFR   416)    SHOULD  SERVE  AS  A   PROTOTYPE 

m     develop  a   usable  index  for  the  regulations 

•      include  a  definition-of-terms   section 

m     eliminate  extensive   cross-referencing 

0     use  short,   self-contained  discussions  of  specific 
topics  in  the  regulations 


Summary  of  Problem 

In   addition   to  being  open   to   interpretation,    the  Federal   regu- 
lations  use  a   format  and  style  which  is  extremely  confusing.      Long, 
rambling  sections   and  extensive   cross-referencing  make    it   difficult 
for  one   to   grasp   the   flow  of  a  policy   statement.      This  problem  is 
compounded  by   the   lack   of   complete   section  headings   at   the   top  of 
each  page  and  at   the  beginning  of  each   subsection.      It   is    also  diffi- 
cult  to    find  specific  policies    in  the   regulations   because  of   inade- 
quate  indexing.      The    unintelligibility  of  the   regulations   contributes 
to  incorrect   implementation  of   Federal  policies.      It   also   results   in 
wasted  State   and  Federal   staff   time   spent   clarifying   regulations   and 
correcting  misinterpretations.* 

Analysis  of  the  Reform 
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This   reform  will   require   extensive   rewriting   and  reformatting 
of  the   regulations    for  Medicaid  eligibility    (i.e.,    45   CFR  205,    206, 


*Chapter   4,    pp.    2-7,    92. 
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233,  and  248).   This  reform  will  improve  the  administrative  effici- 
ency of  the  program.   Making  the  regulations  easier  to  read  will 
help  to  reduce  the  amount  of  time  spent  by  Federal  and  State  staff 
in  interpreting  and  seeking  clarification  on  program  policy.   This 
reform  may  also  help  to  reduce  non-compliance  with  Federal  policy 
that  is  due  to  State  misinterpretation  of  Federal  policy. 

This  reform  will  also  cause  some  increase  in  equity  in  the  pro- 
gram because  it  will  promote  more  uniform  interpretation  and,  hence, 
implementation  of  policies  among  regions,  States,  counties,  and  eli- 
gibility workers. 
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A. 10  Unclear  Policies 

THE  FEDERAL  REGULATIONS  AND  OTHER  POLICY 

MATERIALS   SHOULD  BE  CLARIFIED  IN  A  NUMBER  OF 

SPECIFIC  ELIGIBILITY  POLICY  AREAS 

0  spend-down 

0  State  residency  requirements 

0  State-administered  optional  supplements 

0  personal   needs   allowance    (PNA) 

0  medically  needy  level 

0  retroactive   coverage  provision 

0  Medicaid-only   grandfathered   cases 

0  Medicaid  maximum  on  gross  income  for  categorically  needy 

0  relative  responsibility 

0  income  disregards 

0  additional   conditions  of  eligibility 

0  termination  procedures 

0  treatment  of  non-citizens 

0     extent   to  which  States  must  engage  in  independent   veri- 
fication of  all   SSI  eligibility  criteria 


Summary  of  Problem 

Federal  policies  are  often  unclear   and  open  to  varying  inter- 
pretation.     If  this   lack  of  clarity  were  designed  to  give   States 
leeway   in  policy  implementation,    then  perhaps  it  would  not  be   a 
great  problem.      However,   while   regulations   leave  many  areas  open  to 
interpretation,    they  are   frequently  interpreted  quite   specifically 
by  Federal  authorities   and  in  the   courts.      The   result  is  that  a 
great  deal  of  State  and  Federal  staff  time   and  effort  is  expended 
interpreting  and  reinterpreting  Federal  regulations.      Lacking  clear 
guidance    from  the  regulations ,   States  often  implement  Federal  policy 
incorrectly.      Also,    vagueness   in  the  regulations   leads   to  differen- 
tial implementation  of  policies   among  regions,   States,    counties,    and 
eligibility  workers.* 


*Chapter    3,   pp.    112-116;    Chapter  4,   pp.    7-8,    14-26,    28-29,    37-38, 
46-57,    77-83,    90-98. 
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Analysis  of  the  Reform 
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To  alleviate  the  problem,  this  reform  would  launch  a  large- 
scale  rewriting  of  those  regulations  which  require  clarification. 
Fourteen  separate  policies  are  cited  which  require  immediate  atten- 
tion.  These  include  the  policy  regarding  spend-down,  third-party 
liability,  residency,  optional  supplementation,  personal  needs  allow- 
ances, medically  needy  levels,  retroactive  coverage,  the  grandfather 
clause,  the  "Medicaid  cap,"  relative  responsibility,  disregards,  the 
Medicare  buy-in,  termination  procedures,  alien  policies,  and  verifi- 
cation procedures . 

Clarification  of  unclear  policies  most  definitely  would  improve 
the  administrative  efficiency  of  the  program.   It  would  reduce  sub- 
stantially the  amount  of  time  that  is  currently  spent  by  Federal, 
State,  and  local  program  staff  in  interpreting  and  seeking  clarifi- 
cation on  program  policy.   It  would  also  reduce  non-compliance  with 
Federal  policy  that  is  due  to  State  misinterpretation  of  Federal 
policy.   Finally,  it  would  reduce  quality  control  errors  because 
policy  procedures  would  be  clearer  to  local  eligibility  staff. 

Clarification  of  ambigious  policies  would  also  promote  greater 
equity  in  the  program  because  it  would  result  in  greater  uniformity 
in  policy  implementation  among  regions,  States,  counties,  and  workers. 

Cost  Analysis 

Where  there  has  been  uncertainty  as  to  the  appropriate  policy  in 
a  given  area,  it  is  probably  safe  to  say  that  many  States  have  tended 
to  adopt  either  the  policy  likely  to  increase  costs  the  least  or  the 
one  most  in  keeping  with  traditional  State  policies.   Thus,  many 
clarifications  are  likely  to  produce  some  increases  in  costs.   A  few 
of  these  clarifications,  particularly  concerning  third-party  liabil- 
ity, may  reduce  costs. 
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SUMMARY  OF  IMPACTS  OF  PACKAGE  A — ADMINISTRATIVE  REFORM 


Reform 


Impacts 


Equity 


Incentives 


Administration 


1.  Staff  Development  and 
Technical  Assistance 

2.  Program  Coordination 

3.  SSA/Medicaid  Relations 

4 .  Dissemination  of 
Policies  and  Policy 
Interpretation 

5.  Federal  Monitoring 

6.  Data  Collection  and 
Computer  Systems 

7.  Quality  Control 

8.  Public  Information 
and  Client  Rights 

9.  Federal  Regulations 
10.   Unclear  Policies 


+ 
0 

+ 

+ 

+ 
+ 


++ 

++ 
++ 

++ 

++ 
++ 


++ 
++ 


The  primary  impact  of  this  package  will  be  a  significant  increase 
in  the  administrative  efficiency  of  the  program.   In  particular,  the 
reforms  are  designed  to  increase  the  efficiency  of  program  operations, 
simplify  administration  whenever  possible,  and  increase  adherence  to 
Federal  standards. 

Although  the  primary  purpose  of  these  reforms  is  to  improve  pro- 
gram administration,  such  improvements  will  have  the  secondary  impact 
of  increasing  horizontal  equity  and  in  general  helping  the  recipient. 
The  program  will  be  more  equitable  primarily  because  implementation 
of  policies  will  be  more  uniform  as  a  result  of  those  reforms.   The 
recipient  will  benefit  in  general  from  these  reforms  not  only  because 
of  more  uniform  policy  implementation,  but  also  because  (s)he  will  be 
better  served  by  a  more  efficient  administrative  system.   Some  of 
these  reforms  will  increase  the  total  administrative  costs  of  the 
program  in  the  short  run,  but  should  contribute  to  increased  ef- 
ficiency in  the  long  run.   Likely  impact  on  overall  program  costs 
is  almost  impossible  to  predict. 
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B.   MINOR  AND  TECHNICAL  MEDICAID  REFORMS 

If  it  were  decided  that  only  minor  change  to  the  current 
Medicaid  law  and  regulations  on  eligibility  were  feasible  at 
this  time,  the  following  reform  package  would  apply.   Generally, 
this  package  consists  of  a  series  of  relatively  minor  amendments 
to  Title  XIX  law  and  regulations.   None  of  these  changes  would 
affect  the  cash  assistance  programs,  nor  would  they  alter  the 
current  Federal-State  Medicaid  relationship.   Instead,  the 
general  purpose  of  these  reforms  would  be  to  increase  the  effi- 
ciency of  administration  and  equity  of  the  program  to  the 
greatest  extent  possible  without  necessitating  major  legislative 
or  regulatory  change  in  Medicaid  or  the  cash  programs.   The 
specific  goals  of  this  package  in  terms  of  equity  and  adminis- 
tration are: 

•  to  eliminate  certain  inequitable  eligibility  criteria; 

•  to  amend  particularly  troublesome  and  difficult-to-admin- 
ister  Medicaid  eligibility  provisions;  and 

•  to  increase  uniformity  among  States  in  their  Medicaid 
coverage . 
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B.   MINOR  AND  TECHNICAL  MEDICAID  REFORMS 


COVERAGE  GROUPS.   MEDICAID  ELIGIBILITY  FOR  CASH  ASSISTANCE 
RECIPIENTS  SHOULD  BE  STANDARDIZED  WITH  ONLY  LIMITED  EXCEPTIONS, 

•  require  States  to  use  cash  assistance  criteria  for 
categorically  needy  Medicaid  eligibility    (but  allow 
separate  applications  for  SSI  recipients)    with  only 
two  permissible  exceptions : 

allow  States   to  impose  transfer  of  assets 
prohibitions 

allow  States   to  impose  relatives'    responsibility 
for  the  institutionalized ,   provided  that  adequate 
standards  of  living  are  maintained  for  the  non- 
institutionalized  relatives 


2.   INCOME  LEVELS.   CURRENT  STATUTORY  MAXIMUMS  ON  MEDICAID  INCOME 
LEVELS  SHOULD  BE  REMOVED. 

•  eliminate  current  maximum  limitation  on  medically  needy 
levels,   i.e.,    133%  of  the  highest  AFDC  amount  paid 

•  eliminate  current   300%   "Medicaid  cap"   on  gross   income 
for  categorically  needy  aged,  blind,    and  disabled  persons 


DISREGARDS.   MEDICAID-ONLY  DISREGARDS  SHOULD  BE  SIMPLIFIED, 
CONSOLIDATED,  AND  STANDARDIZED. 

•  substitute  a  mandatory  rise  in  Medicaid  income  levels 
with  each  rise  in  Title  II  benefits  instead  of  the  current 
Title  II  cost-of-living  disregard 

•  require  States   to  use   the  AFDC  earned  income  disregards 
for  AFDC-related  cases   in   their  medically  needy  programs 
and  for  other  Medicaid  non-cash   groups 

•  require  States   to  protect  income  for  maintenance  of  the 
home  for   the  short-term  institutionalized  who  do  not 
have  any  dependents 
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SPECIAL  NEEDS.  STATES  WHICH  COVER  SPECIAL  NEEDS  IN  THEIR  CASH 
PROGRAMS  SHOULD  BE  REQUIRED  TO  PROVIDE  THEM  IN  THEIR  MEDICALLY 
NEEDY  PROGRAMS. 

•  require  States  to  include  special   needs  in  determining 
eligibility  for  medical  assistance  if  they  are  included 
in  the  cash  programs 


5.   RETROACTIVE  COVERAGE.   THE  ELIGIBILITY  DETERMINATION  PROCESS 
FOR  RETROACTIVE  COVERAGE  SHOULD  BE  MODIFIED  TO  SIMPLIFY 
ADMINISTRATION. 


6.   EXTENDED  MEDICAID  COVERAGE.   PROVISIONS  FOR  EXTENDED  MEDICAID 
COVERAGE  SHOULD  BE  CONSOLIDATED  AND  SIMPLIFIED. 

•  establish  one   three-month  extended  coverage  provision  for 
both  AFDC  and  SSI  recipients  who  become  ineligible  because 
of  losing  their  categorical   relatedness  or  because  of 
increased  earnings 

m     modify   the  requirement   that  a  complete  redetermination  be 
done  for  extended  coverage  cases  and  require  only   that   the 
reason  for  ineligibility  be  reviewed 

0     eliminate   the  requirement   that  workers  monitor  the  con- 
tinued eligibility  of  extended  coverage  cases;   rather, 
the  responsibility  for  reporting  a  change  in  circumstances 
should  rest  with   the  recipient 


RESIDENCY.   CONFLICTS  IN  STATE  RESIDENCY  POLICIES  SHOULD  BE 
RESOLVED . 

•  require  States   to  consider  an  individual   a  State  resident 
for  Medicaid  purposes   until    (s)he  has  established  resi- . 
dence  in  another  State 

•  develop  a  legally  binding  definition  of  "intent   to  reside' 
for  Medicaid  purposes    (using  arbitrary  criteria) 

•  insure   that  migrants   are  not  denied  Medicaid  because  of 
questions  of  State  residence 
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SPEND- DOWN.       UNWORKABLE   PROVISIONS   OF   THE   SPEND-DOWN  PROGRAM 
SHOULD  BE   ELIMINATED. 

•  eliminate   the  requirement   that  States  prioritize  applica- 
tion of  spend-down  expenses   to  excess  income 

•  require  States   to  establish  clear  guidelines  on  allowable 
medical   expenses   for  meeting  the  spend-down  liability,   for 
example,    transportation  and  over-the-counter  drugs 


GRANDFATHER   COVERAGE.       MEDICAID   GRANDFATHER  PROVISIONS 
SHOULD   BE    PHASED   OUT. 
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B.l  Coverage  Groups 


MEDICAID  ELIGIBILITY  FOR   CASH  ASSISTANCE  RECIPIENTS 
SHOULD  BE  STANDARDIZED  WITH  ONLY  LIMITED  EXCEPTIONS 

•  require  States   to  use  cash  assistance  criteria  for 
categorically  needy  Medicaid  eligibility    (but   allow 
separate   applications   for  SSI  recipients)    with  only 
two  permissible  exceptions  involving  transfer  of 
assets  and   relatives'    responsibility 


Summary  of  Problem 

Until  SSI,  Medicaid  had  always  been  provided  to  all  cash  assis- 
tance recipients.   This  policy  was  based  on  the  assumption  that  cash 
assistance  beneficiaries  who  cannot  meet  even  their  own  basic  main- 
tenance needs  (i.e.,  food,  clothing,  shelter)  certainly  are  in  need 
of  medical  assistance.   With  the  onset  of  SSI,  however,  this  reason- 
ing was  abandoned  with  regard  to  the  aged,  blind,  and  disabled. 
Since  1974,  State  Medicaid  programs  have  been  allowed  to  impose  on 
SSI  recipients  eligibility  criteria  which  are  more  restrictive  than 
those  used  in  the  SSI  program.   States  exercising  this  option  to 
impose  more  restrictive  eligibility  criteria  are  referred  to  as 
209(b)  States.   In  contrast,  automatic  Medicaid  eligibility  has  con- 
tinued to  be  provided  to  all  AFDC  recipients. 

Currently,  fifteen  States  are  imposing  more  restrictive  criteria 
on  the  aged,  blind,  and  disabled  for  Medicaid  eligibility.   This 
policy  is  inequitable  because  it  makes  establishing  Medicaid  eligi- 
bility more  difficult  for  the  aged,  blind,  and  disabled  in  the  fif- 
teen 209(b)  States  than  it  is  for  such  individuals  elsewhere  in  the 
country . 

The  209(b)  option  is  not  only  inequitable,  but  also  it  imposes 
requirements  which  are  administratively  burdensome.   In  particular, 
all  States  which  elect  this  option  must  provide  for  both  a  "spend- 
down"  of  medical  expenses  for  the  aged,  blind,  and  disabled,  and  a 
total  disregard  of  SSI  and  State  supplement  income.   Using  different 
eligibility  criteria  for  SSI  and  Medicaid  adds  to  the  overall  com- 
plexity of  the  program  and,  presumably,  to  confusion  among  recipi- 
ents .  * 


*Chapter  3,  pp.  41,  78-82,  114,  117;  Chapter  4,  pp.  39-57, 
95-96,  137-139. 
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Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

+ 

+ 

This  reform  would  eliminate  the  209(b)  option  and  establish 
automatic  Medicaid  eligibility  for  SSI  cash  recipients  with  two  ex- 
ceptions.  States,  at  their  option,  could  exclude  those  persons  who 
have  transferred  assets  within  the  past  year  without  adequate  com- 
pensation, and  those  whose  spouses  and  parents  are  able  to  support 
them.   These  options  are  ones  which  States  feel  particularly  strongly 
about.   Ideally,  States  would  like  to  see  SSI  change  its  criteria  to 
include  transfer  of  assets  and  relatives'  responsibility  provisions; 
then  they  would  accept  automatic  Medicaid  eligibility  for  all  cash 
assistance  recipients.   But  a  direct  reform  of  SSI  eligibility  cri- 
teria is  beyond  the  scope  of  this  reform  package. 

The  primary  impact  of  this  reform  would  be  increased  equity. 
Aged,  blind,  and  disabled  individuals  in  identical  situations  would 
no  longer  be  treated  differently  for  Medicaid  depending  upon  the 
State  in  which  they  live.   It  should  be  noted  that  improvements  in 
equity  would,  to  an  undetermined  extent,  be  offset  by  the  loss  of 
the  currently  mandated  spend-down  requirement  in  States  which  exer- 
cise the  209(b)  option.   Without  this  requirement,  some  adults  with 
high  medical  bills  in  States  without  medically  needy  programs  would 
lose  their  Medicaid  coverage. 

The  transfer  of  assets  prohibition  and  relatives'  responsibility 
options  would  contribute  to  greater  target  efficiency;  States  would 
be  able  to  eliminate  those  individuals  from  the  Medicaid  rolls  who 
have  recently  disposed  of  substantial  resources  in  order  to  estab- 
lish eligibility  and  those  persons  whose  relatives  can  afford  to 
contribute  to  the  cost  of  medical  care.   The  reform  would  also  reduce 
incentives  to  institutionalize  by  removing  those  eligibility  "loop- 
holes" currently  available  to  institutionalized  persons. 

6-52 


Also,  providing  automatic  Medicaid  eligibility  for  all  cash 
assistance  recipients  would  simplify  program  administration  at  both 
the  national  and  State  level.   A  nationwide  eligibility  standard 
would  be  easier  for  Federal  officials  to  monitor  and  would  presuma- 
bly contribute  to  increased  adherence  to  Federal  standards. 

Eliminating  the  mandatory  209(b)  spend-down  and  disregard  of 
SSI  income  would  greatly  simplify  program  administration  in  209(b) 
States.   Removing  these  provisions  would  presumably  result  in  simpler 
regulations  at  the  State  level,  reduced  training  requirements  for 
eligibility  workers,  and  reduced  errors  on  the  part  of  eligibility 
workers . 

The  transfer  of  assets  prohibitions  and  mandatory  relatives'  re- 
sponsibility provisions  which  are  part  of  this  reform  might  be  viewed 
as  an  additional  administrative  burden  by  some  States.   But  for  the 
most  part,  State  officials  would  welcome  these  options  because  they 
are  equitable  and  would  save  program  dollars .   It  should  be  noted 
that  many  States  imposed  these  two  requirements  on  Medicaid  recipi- 
ents prior  to  SSI,  and  continue  to  impose  them  on  AFDC  recipients. 

Cost  Analysis 

Very  little  information  is  available  with  which  to  evaluate  the 
effects  of  allowing  States  more  restrictive  relatives'  responsibility 
and  transfer  of  assets  provisions.   What  little  data  do  exist,  how- 
ever, suggest  that  the  savings  might  be  substantial.   The  provisions 
are  likely  to  have  little  effects  on  the  non-institutionalized;  few 
persons  would  give  up  large  assets  to  get  a  small  cash  payment,  and 
deeming  currently  takes  place  from  spouse  to  spouse  and  parent  to 
child  for  persons  outside  institutions.   For  persons  residing  in 
long  term  care  institutions,  however,  the  incentives  are  very  dif- 
ferent.  If  the  stay  is  expected  to  last  the  remainder  of  the  per- 
son's life,  there  is  tremendous  incentive  to  transfer  available 
assets  to  relatives  or  friends  and  become  a  dependent  of  the  State. 
And  deeming  ceases  almost  immediately  for  persons  in  institutions. 
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An  Applied  Management  Sciences  study  of  persons  in  Medicaid- 
certified  institutions*  in  1974  found  that: 

•  11.4%  of  persons  in  Medicaid-certified  institutions  received 
family  support.   A  large  proportion  of  these  got  almost  all 
of  their  support  from  family. 

•  8.5%  of  persons  in  these  institutions  received  some  support 
from  income  arising  from  rent,  interest,  or  dividends. 
Persons  with  such  income  used  it  to  cover  70%  of  the  average 
cost  of  care. 

•  Families  provided  13%  of  the  support  for  persons  in  Medicaid- 
certified  institutions.   Patient  income  from  rent,  interest, 
and  dividends  covered  9%  more.   Savings  and  alimony  of 
patients  covered  another  8%.   Medicaid  paid  51%  of  the  sup- 
port.  Other  sources,  such  as  Social  Security  pensions, 
covered  the  rest. 

Thus,  thirty  percent  of  the  support  for  persons  in  Medicaid  in- 
stitutions in  1974  came  from  sources  potentially  affected  by  relatives' 
responsibility  and  transfer  of  assets  provisions.   Although  conver- 
sion had  taken  place  at  this  point,  it  is  likely  that  many  persons 
and  families  had  not  yet  had  the  time  to  react  to  its  provisions. 
If  some  persons  in  the  sample  had  already  transferred  assets  by  the 
time  of  the  study,  these  figures  would  be  larger  still.   Nonetheless, 
the  results  are  staggering.   If  Medicaid  were  now  covering  ten  per- 
cent of  the  costs  just  cited,  the  Medicaid  institutional  budget  would 
be  six  percent  higher.   In  FY  1978,  the  figure  would  have  been  $500 
million.   Eventually,  as  more  and  more  persons  learn  about  the  pro- 
gram, the  costs  attributed  to  these  provisions  could  double  or  quad- 
ruple. 

Two  facts  should  be  kept  in  mind,  however.   If  more  restrictive 
provisions  were  again  adopted,  the  full  savings  would  not  be  realized 
immediately  since  recipients  who  have  already  transferred  assets  could 
not  be  penalized  for  doing  so.   At  the  same  time,  these  provisions 
as  they  currently  stand  could  be  "time  bombs."   Few  people  may  re- 
alize that  aged,  blind,  or  disabled  institutionalized  persons  in 
most  States  can  transfer  all  property  and  still  get  Medicaid  and  that 
no  relatives'  responsibility  will  prevail.   As  these  facts  become  in- 
creasingly well  known,  Medicaid  may  find  itself  covering  a  larger 
and  larger  portion  of  the  institutionalized  bill. 


*Applied  Management  Sciences,  1974  Survey  of  Institutionalized 
SSI  Recipients:   Impact  of  Supplemental  Security  Income  Program  on 
Long  Term  Care  Under  Medicaid,  October  1975,  Contract  No.  SSA-PBM-74- 
380. 

6-54 


In  the  209(b)  and  Title  XVI  States  visited,  USR&E  found  the 
following  patterns: 

AVERAGE  PERCENT  OF  ALL  SSI  CASH 
RECIPIENTS  ENROLLED  IN  MEDICAID 


Aged 

Blind 

Disabled 

209(b)  States 
Title  XVI  States 

52% 
65% 

62% 
76% 

50% 
75% 

The  figure  suggests  that  a  sizable  proportion  of  SSI  cash  recip- 
ients do  not  receive  Medicaid  protection.   USR&E  assumed  that  all 
209(b)  States  would  become  Title  XVI  States  in  an  effort  to  hold 
costs  down.   If  participation  in  the  209(b)  States  rose  to  the  level 
in  Title  XVI  States  and  if  costs  rose  proportionately,  the  increased 
Medicaid  payments  for  cash  recipients  would  cost  about  $375  million 
in  FY  1978.   However,  this  figure  certainly  overstates  the  cost  in- 
crease because  the  neediest  persons  almost  certainly  have  already 
managed  to  get  into  the  program  in  209(b)  States.   USR&E  thus  esti- 
mates the  increase  to  be  between  $200  and  $300  million  for  cash  re- 
cipients.  (Some  cost  savings  might  result  from  the  elimination  of 
209(b)  spend-down  cases.   However,  Missouri,  the  only  State  USR&E 
visited  which  had  such  data,  found  these  costs  were  only  0.3%  of 
costs  for  the  adult  categories.) 

However,  there  is  a  sizable  population  which  do  not  receive 
cash,  but  still  face  the  209(b)  eligibility  rules.   These  are  chiefly 
the  institutionalized.   USR&E  does  not  believe  that  there  would  be  a 
significant  increase  in  costs  for  these  persons  if  more  restrictive 
transfer  of  assets  and  relatives'  responsibility  provisions  were  al- 
lowed (as  discussed  above) .   If  these  rules  were  liberalized  to  the 
current  SSI  standards,  costs  would  perhaps  increase  by  an  additional 
$50  million. 

Thus,  USR&E  estimates  the  cost  of  eliminating  the  209(b)  pro- 
vision entirely,  while  using  current  transfer  of  assets  and  relatives' 
responsibility  rules,  to  be  about  $300  million.   If  more  restrictive 
transfer  and  responsibility  rules  were  allowed,  costs  might  be  closer 
to  $250  million. 
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B.  2   Income  Levels 

CURRENT  STATUTORY  MAXIMUMS   ON  MEDICAID 
INCOME   LEVELS   SHOULD  BE  REMOVED 

0     eliminate  current  maximum  limitation  on  medically  needy 
levels,    i.e.,   133%  of  the  highest  AFDC  amount  paid 

m      eliminate  current   300%    "Medicaid  cap"   on  gross   income 

for  categorically  needy   aged,   blind,   and  disabled  persons 


Summary  of  Problem 

Current  Medicaid  legislation  and  regulations  prohibit  States 
from  setting  medically  needy  net  income  levels  at  more  than  133  1/3% 
of  the  highest  AFDC  amount  paid  and  from  setting  categorically  needy 
gross  income  levels  at  more  than  300%  of  the  SSI  payment  standard. 
Both  of  these  limitations  cause  inequities,  distorted  incentives,  and 
admins trative  problems  in  the  Medicaid  program. 

The  maximum  on  the  medically  needy  income  standard  of  133  1/3% 
of  AFDC  payment  levels  is  inequitable  in  States  where  this  maximum 
falls  below  adult  cash  assistance  levels.   In  these  States,  adult 
medically  needy  recipients  must  spend-down  to  an  income  level  which 
is  lower  than  the  cash  assistance  level.   Thus,  medically  needy 
adults  whose  incomes  are  higher  than  the  cash  assistance  level  are 
considerably  worse  off  than  those  whose  incomes  are  below  the  cash 
assistance  levels.   The  resulting  "notch"  also  creates  disincentives 
to  work  by  reducing  benefits  more  than  dollar  for  dollar  on  the  wel- 
fare recipient  who  earns  his/her  way  off  welfare. 

The  "Medicaid  cap"  of  300%  on  gross  income  for  the  categorically 
needy  creates  inequities  in  States  that  do  not  have  a  medically  needy 
program.   Instances  arise  in  which  individuals  have  income  less  than 
the  cost  of  nursing  home  care,  but  they  cannot  get  Medicaid  because 
their  income  exceeds  the  300%  maximum.* 


♦Chapter  3,  pp.  10,  13-16;  Chapter  4,  pp.  23-24,  53-54,  93-94 
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Analysis  of  the  Reform 


IMPACTS 

Equity 

•  Incentives 

Administration 

++ 

++ 

++ 

This  reform  would  have  positive  impacts  in  terms  of  equity,  in- 
centives, and  administrative  efficiency;  however,  it  would  result  in 
a  net  increase  in  program  costs. 

Elimination  of  the  categorically  needy  income  maximum  and  the 
medically  needy  income  maximum  would  contribute  significantly  to  the 
vertical  equity  of  the  program,  by  insuring  that  individuals  with 
serious  medical  needs  but  relatively  high  incomes  be  at  least  as  well 
off  as  persons  with  equal  medical  needs  but  lower  incomes. 

These  reforms  would  also  mitigate  existing  negative  work  incen- 
tives by  reducing  the  benefit  reduction  rates  which  occur  with  in- 
creases in  income. 

Elimination  of  the  categorically  needy  income  maximum  would 
simplify  program  administration  by  eliminating  the  need  for  States  to 
flag  cases  with  gross  incomes  which  exceed  the  cap  in  order  not  to 
claim  FFP  for  this  group.   Eliminating  the  medically  needy  income 
maximum  would  simplify  the  program  administration  by  eliminating 
"negative  medically  needy  bands"  which  are  confusing  to  workers  and 
clients . 

Cost  Analysis 

For  the  part  of  this  reform  involving  the  medically  needy 
level,  the  primary  effect  would  be  reduced  spend-down  liabili- 
ties.  The  only  levels  affected  would  be  medically  needy  one- 
person  and  two-person  levels.   Only  a  very  few  States  still  have 
"negative  bands"  for  one-person  units,  and  there  are  probably 
not  too  many  two-person  units  spending  down,  because  two-person 
units  are  mostly  aged  couples  with  Medicare  protection.   Thus, 
USR&E  estimates  that  simply  eliminating  the  current  lid  on 
medically  needy  levels  would  cost  less  than  $50  million. 
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It  is  impossible  to  predict  how  many  additional  persons  would 
enter  the  program  by  lifting  the  300%  cap.   While  USR&E  estimates 
the  change  would  be  "small,"  no  quantified  estimate  can  be  given. 
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B.3     Disregards 


MEDICAID-ONLY  DISREGARDS  SHOULD  BE 
SIMPLIFIED ,    CONSOLIDATED,    AND  STANDARDIZED 

substitute  a  mandatory  rise  in  Medicaid  income  levels 
with  each  rise  in  Social  Security  benefits  instead  of 
the  current  Title  II  cost-of-living  disregard 

require  States   to  use  the  AFDC  earned  income  disregards 
for  AFDC-related  cases  in   their  medically  needy  programs 
and  for  other  Medicaid  non-cash  groups 

require  States   to  protect  income  for  maintenance  of  the 
home  for  the  short-term  institutionalized  who  do  not 
have  any   dependents 


Summary  of  Problem 

Probably  no  single   aspect  of  eligibility  determination  raises 
as  many  complaints   from  the  States  as   the  area  of  disregards.      State 
officials   feel   that  it  is  both  inequitable   and  difficult  to  adminis- 
ter a  system  which  singles  out  certain  kinds   of  income   to  be  disre- 
garded while  equal   amounts   of  income   from  other  sources  must  be 
counted  in  determining  eligibility  for  other  applicants.      Further- 
more,   some  program  administrators   noted  that  there   is   no  valid  reason 
for  allowing  disregards   of  unearned   income  unless   the  income   is   from 
other  need-based  programs,    since   these  disregards   do  not  create  work 
incentives.* 


*Chapter    3,   pp.    28,    34-35,    39-41,    71-74,    116-117; 
Chapter   4,   pp.    27-29,    94. 
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Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

+ 

++ 

This  reform  would  eliminate  inequities  and  simplify  program 
administration  with  respect  to  the  treatment  of  income  from  differ- 
ent sources  by  eliminating  disregards  of  specific  types  of  income 
(such  as  Social  Security  cost-of-living  increase  disregards)  and 
by  providing  certain  disregards  (such  as  earned  income  disregards) 
to  both  categorically  needy  and  medically  needy  cases . 

Elimination  and/or  broadening  of  specific  and  limited  income 
disregards  would  increase  the  horizontal  equity  of  the  program  by 
insuring  that  individuals  with  similar  total  income,  but  different 
sources  of  income,  are  treated  more  equally. 

Providing  earned  income  disregards  for  the  AFDC-medically  needy 
would  tend  to  increase  incentives  for  AFDC- related  families  to  work. 
It  would  also  increase  vertical  equity  by  insuring  that  those  persons 
with  more  earned  income  retain  more  total  income.  Allowing  institu- 
tionalized individuals  to  retain  money  to  maintain  their  homes  would 
strengthen  the  incentive  to  leave  the  institution  when  institution- 
alization is  no  longer  medically  necessary. 

Simplification  of  the  existing  maze  of  income  disregards  would 
lead  to  simplification  of  overall  program  administration,  simplifica- 
tion of  training  of  new  workers,  reductions  in  quality  control  errors, 
and  hence  greater  adherence  to  Federal  and  State  standards .   Requir- 
ing States  to  protect  income  for  the  maintenance  of  a  home  for  the 
institutionalized  may  complicate  eligibility  and  patient  liability 
decisions  in  some  States;  however,  because  many  States  provide  this 
disregard  already,  the  effects  of  this  requirement  would  probably  be 
minimal . 
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Cost  Analysis 

Disregards  and  the  medically  needy  levels  are  very  signifi- 
cant eligibility  criteria.   Costs  are  certain  to  increase  with  the 
liberalization  of  either.   The  cost  increases  would  come  from  two 
places.   The  obvious  is  an  increase  in  the  number  of  eligibles. 
The  less  obvious  is  the  reduction  in  spend-down  liability.   Upwards 
of  twenty- five  to  fifty  percent  of  medically  needy  cases  may  be 
spend-downers .   The  high  proportion  of  spend-down  cases  is  a  result 
of  the  narrow  bands  and  the  often  more  liberal  cash  disregards 
which  effectively  allow  most  persons  to  skip  over  the  medically 
needy  level. 

Cost-of-Living  Adjustment  for  Medically  Needy  Levels 

If  the  6.4%  increase  in  SSI  levels  which  occurred  in  July  of 
1976  had  been  applied  to  medically  needy  levels  and  if  one-fourth  of 
the  recipients  in  the  medically  needy  program  were  spend-downers , 
the  cost  of  the  reduced  spend-down  liability  alone  would  have  been 
over  60  million  1978  dollars.   The  6.4%  increase  could  result  in 
an  increase  in  spend-down  and  non- spend-down  medically  needy  cases , 
but  the  cost  due  to  increased  eligibles  would  be  no  more  than  $40 
million.   Including  the  cost  of  new  recipients,  then,  the  total  cost 
of  incorporating  the  cost  of  living  adjustment  into  medically  needy 
levels  probably  would  not  have  exceeded  $100  million  in  FY  1978. 

Disregards  ($30  and  1/3)  for  MN-AFDC 

The  costs  associated  with  adopting  a  $30  and  1/3  disregard  for 
AFDC-related  cases  in  the  medically  needy  program  are  particularly 
hard  to  estimate.   Persons  going  off  AFDC  because  of  earned  income 
currently  skip  over  the  medically  needy  level  because  the  $30  and 
1/3  disregard  applies  only  to  AFDC  cash  recipients.   Persons  with 
excess  income  who  need  Medicaid  coverage  for  the  first  time  are 
better  off  getting  on  AFDC  by  temporarily  reducing  their  earned  in- 
come than  by  getting  medically  needy  protection.   If  one  applies  all 
the  standard  disregards  to  the  AFDC  level,  the  effective  nationwide 
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average   annual   level  is   about  $8,100  in  medically  needy  States.      In 
the   same   States,    the   medically  needy   level    (without   $30   and   1/3)    is 
about   $5,547.      Thus,    few  AFDC- related   cases   move    from  the   cash   assis- 
tance  to   the  medically   needy  program.      If   $30   and  1/3  were    applied 
for   the   medically  needy,    the   level  would  become    $8,680    for  AFDC- 
related  cases.      About   300,000  persons  would  then   fall   in   the  medi- 
cally  needy  band   in  medically  needy  States.      If   three-fourths   of 
these   enrolled,    the   costs  would  run  about   $106  million  in   FY   1978. 
Since    the   average   spend-down  is   around   $250,*   nearly   all   spend- 
donwers   with  earned   income  would  automatically  become   medically 
needy  without  spending  down.      The   loss   in  spend-down  liabilities 
would  perhaps   equal   $12   million   in   FY   1978   if   all  medically   needy 
AFDC   spend-downers   were    affected. 

If   the   number  of  spend-downers   and  their   average   liability  went 
unchanged,    their  expenses   have  been   captured   above.      However,    the 
$30   and  1/3   disregard  means   that  persons  with  much  higher   incomes 
will   have   to   spend-down   considerably   less.      A    family  with    $10,000 
income    formerly  would  have   had  a   $4,400   spend-down;    with   $30   and   1/3, 
the   spend-down   is    reduced  to   less   than   $900.      Therefore,    one  would 
expect   a   significant  increase   in  the   number  of  spend-downers.      If 
this   increase   created  a  rise   of  fifty  percent  in   current  medically 
needy   spend-down   costs,    these    new  spend-downers   might  add  still 
another   $108  million.      Thus,    the   total   cost  would  probably  be   at 
least   $225   million. 

One    further   danger  exists,   however.      As   more  persons    get  on   the 
program,    it   is    likely   that  .the   spend-down  program  will  become   much 
more  widely  known.      USR&E  estimated  in   its   Evaluation  of  Medicaid- 
Sp end- down   that  participation   in   the   spend-down  program  may  be   as    low 
as    five   percent.      Obviously,    if  participation   rises,    costs   will   rise 
as   well. 


*See   USR&E,    Evaluation  of  Medicaid  Spend-down,    Vol.    1,    pps 
127    and   128. 
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B.4   Special  Needs 

STATES  WHICH  COVER  SPECIAL  NEEDS   IN   THEIR 
CASH  PROGRAMS  SHOULD  BE  REQUIRED   TO 
PROVIDE   THEM  IN  THEIR  MEDICALLY  NEEDY  PROGRAMS 

m     require  States   to  include  special   needs  in  determining 
eligibility  for  medical   assistance  if  they   are  included 
in  the  cash  programs 


Summary  of  Problem 

Current  Medicaid  regulations  do  not  permit  consideration  of 
special  needs  in  determination  of  eligibility  for  the  medically 
needy.   Consequently,  in  those  States  which  include  special  needs  in 
determining  eligibility  for  AFDC,  inequities  arise  because  similar 
needs  cannot  be  taken  into  account  for  the  medically  needy.   It  is 
conceivable  that  an  AFDC  recipient  with  a  slight  increase  in  income 
could  lose  Medicaid  eligibility  altogether  since  the  loss  of  consid- 
eration for  special  needs  might  raise  his  total  countable  income 
above  the  medically  needy  level.* 

Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

+ 

0 

Mandating  consideration  of  special  needs  for  the  medically 
needy  in  those  States  which  currently  recognize  such  needs  for  the 
categorically  needy  would  contribute  significantly  to  the  vertical 
equity  between  the  two  programs .   It  would  also  contribute  to  in- 
creased horizontal  equity  by  ensuring  that  persons  with  similar 
needs  be  treated  similarly.** 


*Chapter  3,  pp.  16-19. 

**It  should  be  noted  that  this  reform  does  not  address  the  basic 
issue  of  whether  or  not  it  is  equitable  to  count  special  needs  at 
all.   It  merely  addresses  the  situation  in  some  States  which  count 
special  needs  for  categorically  needy  individuals. 
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This  reform  would  strengthen  the  work  incentives  associated 
with  the  Medicaid  program  since  it  would  remove  a  disadvantage  which 
is  currently  associated  with  increased  earned  income  in  some  States, 
i.e.,  loss  of  consideration  for  special  needs  in  eligibility  deter- 
mination. 

Presumably,  this  change  would  complicate  the  job  of  Medicaid 
eligibility  determination  for  those  who  specialize  in  determining 
eligibility  only  for  the  medically  needy  since  new  criteria  would  be 
added.   But  it  would  simplify  the  job  of  those  eligibility  workers 
who  see  both  AFDC  and  medically  needy  applicants  by  removing  a  dis- 
tinction between  the  two  sets  of  criteria.   These  two  opposite  ef- 
fects would  offset  each  other,  and  the  net  administrative  effect  of 
the  reform  would  be  minimal. 

Cost  Analysis 

A  detailed  estimate  of  the  cost  of  adding  special  needs  to 
medically  needy  levels  would  require  resources  beyond  those  allo- 
cated for  the  current  report.   It  seems  unlikely  that  special  needs 
allowances  would  raise  expenses  for  all  medically  needy  persons  by 
more  than  five  percent,  i.e.,  $200  million. 
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B.5   Retroactive  Coverage 


THE  ELIGIBILITY  DETERMINATION  PROCESS   FOR 

RETROACTIVE   COVERAGE  SHOULD  BE  MODIFIED 

TO  SIMPLIFY  ADMINISTRATION 


Summary  of  Problem 

The  retroactive  coverage  provision  provides  Medicaid  coverage 
up  to  three  months  prior  to  application  to  anyone  who  was  eligible 
at  the  time  the  service  was  rendered.   Although  the  concept  of  ex- 
tending retroactive  coverage  is  an  admirable  one,  it  is  complicated 
to  administer  under  current  regulations. 

First,  the  retroactive  coverage  provision  necessitates  recon- 
structing eligibility  for  a  period  of  time  that  has  already  passed. 
Workers  spend  a  disproportionate  amount  of  time  making  retroactive 
determinations  because  it  is  difficult  to  document  income  and  cate- 
gorical relatedness  for  the  retroactive  period. 

Another  administrative  problem  with  the  current  retroactive 
coverage  provision  is  that  eligibility  has  to  be  established  for 
each  month  in  which  services  were  received.   Thus,  at  least  two* 
and  as  many  as  four,  separate  eligibility  determinations  have  to 
be  made  for  a  prospective  coverage  applicant  with  retroactive  ex- 
penses:  one  to  establish  prospective  eligibility  and  up  to  three 
determinations  to  establish  retrospective  eligibility  in  each  of 
the  three  months  of  retroactive  coverage.   Applicants  who  apply  only 
for  retroactive  coverage  must  also  undergo  determinations  for  more 
than  one  monthly  time  period  if  they  require  coverage  for  more  than 
one  month.   Repeatedly  reconstructing  the  client's  financial  and 
categorical  status  is  a  difficult  and  time-consuming  task  for  work- 
ers.  One  State  Medicaid  official  reported  that  in  retroactively 
covering  one  minor  prescription,  the  cost  to  the  State  can  run  as 
high  as  $200  in  order  to  reconstruct  disability  for  the  retroactive 
period.   Establishing  retroactive  coverage  is  particularly  a  problem 
for  SSI  cases,  since  SSA  does  not  include  in  its  determination  the 
retroactive  period.* 


*Chapter  3,  pp.  78-80,  115;  Chapter  4,  pp.  24-26,  94. 
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Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives    Administration 

0 

0              ++ 

To  mitigate  the  administrative  problems  of  retroactive  coverage, 
this  reform  would  simplify  the  eligibility  determination  process  for 
retroactive  coverage.   Since  there  are  a  number  of  different  ways 
that  the  process  could  be  simplified,  this  reform  does  not  propose 
any  one  measure,  but  merely  requires  that  some  kind  of  simplification 
be  made.   A  first  step  would  be  to  eliminate  the  requirement  that 
categorical- relatedness  be  established  for  the  retroactive  period 
when  it  has  been  positively  established  at  the  point  of  application. 

Another  step  that  would  help  to  simplify  the  process  would  be 
to  use  the  declaration  process,  whereby  the  worker  takes  the  recipi- 
ent's word  regarding  his/her  past  financial  status  rather  than  re- 
quiring documentation,  unless  the  worker  has  reason  to  doubt  the  in- 
formation.  A  final  way  to  simplify  retroactive  coverage  determina- 
tion would  be  to  allow  States  to  determine  eligibility  for  the  full 
three  retroactive  months,  i.e.,  using  a  three-month  accounting  period 
rather  than  determining  eligibility  separately  for  each  of  the  three 
months. 
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B.6  Extended  Medicaid  Coverage 

PROVISIONS  FOR  EXTENDED  MEDICAID  COVERAGE 
SHOULD  BE   CONSOLIDATED  AND  SIMPLIFIED 

•  establish  one   three-month  extended  coverage  provision 
for  both  AFDC  and  SSI  recipients  who  become  ineligible 
because  of  losing  their  categorical   relatedness  or 
because  of  increased  earnings 

#  modify   the  requirement   that  a   complete  redetermination 
be  done  for  extended  coverage  cases   and  require  only 
that   the  reason  for  ineligibility  be  reviewed 

0     eliminate  the  requirement   that  workers  monitor  the  con- 
tinued eligibility  of  extended  coverage  cases;    rather , 
the  responsibility  for  reporting  a  change  in  circum- 
stances should  rest  with  the  recipient 


Summary  of  Problem 

Current  regulations  provide  extended  Medicaid  coverage,  i.e., 
coverage  which  continues  beyond  the  period  of  eligibility  for  cash 
assistance,  for  both  the  AFDC  and  SSI  population.   The  purpose  is  to 
ease  the  transition  from  dependence  to  independence  and  to  minimize 
the  disincentives  to  achieve  independence. 

The  primary  problems  with  extended  coverage  involve  inequities 
that  it  creates  and  administrative  burdens  that  it  imposes.   Inequi- 
ties arise  primarily  because  the  existence  or  duration  of  extended 
coverage  depends  both  upon  categorical  relatedness  and  on  the  reason 
for  termination  of  eligibility  for  cash  assistance.   An  AFDC 
case  that  loses  cash  assistance  because  of  increased  earned  income 
gets  four  months  extended  coverage,  but  an  AFDC  case  that  loses  cash 
assistance  because  of  a  marriage  of  a  parent  or  the  end  of  unemploy- 
ment in  an  AFDC-UF  household,  may  get  two  months  extended  Medicaid 
coverage  or  none  at  all.   A  disabled  recipient  who  loses  SSI  benefits 
because  (s)he  returns  to  work  while  disabled  is  allowed  to  stay  on 
SSI  and  Medicaid  for  a  trial  work  period  of  up  to  nine  months .   How- 
ever, the  disabled  person  is  allowed  only  one  trial  work  period; 
furthermore,  SSI  and  Medicaid  both  cease  at  once,  i.e.,  there  is  no 
extension  of  Medicaid  coverage .   The  trial  work  provisions  do  not 
apply  to  aged  and  blind  persons  on  SSI.   There  is  no  provision  for 
extended  Medicaid  coverage  to  aged  and  blind  persons  who  become  in- 
eligible for  SSI  because  of  earnings . 
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The  AFDC  extended  coverage  provisions  cause  administrative 
problems  also  because  workers  must  insure  that  each  case  continues 
to  meet  all  of  the  conditions  of  eligibility  other  than  those  apply- 
ing to  the  reason  for  receiving  extended  coverage .   To  meet  this 
requirement,  workers  must  do  a  complete  redetermination  of  the  case 
when  cash  benefits  are  terminated.   Also,  workers  must  continue  to 
monitor  the  extended  coverage  case  to  insure  that  the  circumstances 
which  made  the  case  eligible  for  extended  coverage  continue.   Thus, 
if  extended  coverage  is  provided  because  of  increased  earned  income, 
workers  must  ensure  that  the  someone  in  the  case  is  always  employed 
during  the  extended  coverage  provision.   States  feel  that  these 
extra  monitoring  requirements  are  not  worth  the  trouble  since  they 
rarely  reveal  any  new  information  about  the  case.* 

Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

+ 

++ 

This  reform  addresses  the  problems  described  above  in  several 
ways.   First,  both  AFDC  and  SSI  cases  would  receive  extended  Medicaid 
coverage  if  they  became  ineligible  because  of  increased  earnings  or 
loss  of  categorical-relatedness .   Second, the  time  period  for  extended 
Medicaid  coverage  would  always  be  three  months.   Both  these  provi- 
sions should  contribute  to  greater  program  equity.   Consolidation  of 
the  different  extended  coverage  provisions  would  also  alleviate  some 
of  the  administrative  difficulties  of  the  provision  because  it  would 
simplify  these  provisions  and  thus  make  it  easier  for  workers  to 
implement  them. 


♦Chapter  3,  pp.  80-84,  116;  Chapter  4,  pp.  38-39,  94 
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Two  additional  changes  of  the  extended  coverage  provision 
would  seek  to  alleviate  administrative  problems.   The  requirement 
that  workers  must  do  a  complete  redetermination  of  the  case  when 
extended  coverage  begins  and  the  requirement  that  workers  must  con- 
tinue to  monitor  the  extended  coverage  case  would  both  be  modified. 
Instead,  workers  would  be  required  to  verify  at  the  onset  of  extended 
coverage  only  the  change  in  circumstances  that  caused  ineligibility. 
Responsibility  for  further  changes  during  the  extended  coverage  per- 
iod would  be  the  responsibility  of  recipients  to  report. 

This  reform  would  also  increase  the  equity  of  the  program  by 
providing  all  categories  of  recipients  uniform  extended  coverage  pro- 
vision. 
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B.7   Residency 


CONFLICTS  IN  STATE  RESIDENCY  POLICIES 
SHOULD  BE  RESOLVED 

0     require  States   to   consider  an  individual   a  State 
resident  for  Medicaid  purposes   until    (s)he  has 
established  residence  in  another  State 

•      develop  a  legally  binding  definition  of  "intent   to 
reside"    for  Medicaid  purposes    (using  arbitrary 
criteria) 

0     insure   that  migrants   are  not  denied  Medicaid  because 
of  questions  of  State  residence 


Summary  of  Problem 

In  order  to  be  eligible  for  Medicaid,  an  individual  must  be 
a  resident  of  a  particular  State.   According  to  the  Federal  regu- 
lations, a  person  is  a  resident  if  he  "is  living  in  the  State 
voluntarily  with  the  intention  of  making  his  home  there  and  not 
for  a  temporary  purpose."   Furthermore,  "residence  is  retained 
until  abandoned."*   In  most  cases,  establishing  residency  is  a 
simple,  straightforward  process.   However,  serious  equity  and 
administrative  problems  occur  with  certain  individuals  who  cannot 
establish  an  intent  to  reside . in  one  State,  but  are  considered  to 
have  abandoned  residency  in  another  State.   These  special  cases 
are  the  institutionalized  placed  out-of-State  (including  children) , 
individuals  placed  in  foster  homes  out-of-state,  persons  temporar- 
ily moving  in  and  out  of  a  State,  individuals  who  become  ill  while 
en  route  to  live  in  another  State,  migrants,  and  aliens. 

Because  the  regulations  are  unclear  as  to  what  constitutes 
intent  and  abandonment,  it  is  necessary  for  States  to  establish 
their  own  policies  regarding  residency  and  make  agreements  among 
themselves.   However,  State  policies  are  sometimes  incompatible, 
and  agreements  break  down.** 


*45  CFR  248.40. 
**Chapter  3,  pp.  109-111;  Chapter  4,  pp.  37-3i 
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Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

0 

++ 

This  reform  would  alleviate  many  of  the  equity  and  administra- 
tive problems  States  have  been  experiencing  with  regard  to  residency. 
First,  the  Federal  regulations  regarding  intent  to  reside  and  aban- 
donment of  residency  would  be  changed  so  that  an  individual  could  not 
lose  residency  in  one  State  without  attaining  it  in  another.   Thus, 
States  would  be  required  to  consider  an  individual  a  State  resident 
for  Medicaid  purposes  until  (s)he  has  clearly  established  residence 
in  another  State.   This  reform  would  solve  many  of  the  residency 
problems  experienced  by  the  institutionalized  who  are  placed  out  of 
State,  individuals  who  become  ill  while  en  route  to  another  State, 
and  some  migrants. 

A  second  reform  would  be  to  develop  a  legally  binding  defini- 
tion of  "intent  to  reside."   Such  a  definition  would  have  to  be 
arbitrary,  but  it  would  eliminate  much  of  the  current  confusion. 
Medicaid  applicants  and  recipients  in  every  State  would  be  equi- 
tably treated  with  regard  to  residency. 

The  impact  of  this  reform  would  be  to  promote  greater  target 
efficiency  by  ensuring  that  needy  individuals  would  not  be  denied 
benefits  because  of  residency  or  citizenship  problems.   This  reform 
would  also  alleviate  much  of  the  administrative  burden  carried  by 
States  because  it  would  prevent  many  of  the  current  residency  dis- 
putes from  occurring  and  would  establish  an  effective  means  to 
solve  any  residency  disputes  that  continue  to  occur. 
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Cost  Analysis 

Except  for  coverage  of  migrants,  the  costs  of  any  residency 
plan  which  assigns  residency  to  transient  persons  will  be  chiefly 
redistributional  in  nature.   Analysis  of  distributional  shifts 
were  beyond  the  scope  of  the  current  effort.   The  inclusion  of 
migrants  will  most  certainly  increase  program  costs.   Project  re- 
sources did  not  permit  an  effort  to  quantify  the  likely  increase. 
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B. 8  Spend- down 

UNWORKABLE  PROVISIONS  OF   THE  SPEND-DOWN 
PROGRAM  SHOULD  BE  ELIMINATED 

0     eliminate  the  requirement   that  States  prioritize 
application  of  spend-down  expenses   to  excess  income 

•  require  States   to  establish  clear  guidelines  on 
allowable  medical   expenses  for  meeting  the  spend- 
down  liability,    for  example,    transportation  and  over- 
the-counter  drugs 


Summary  of  Problem 

The  spend-down  program,  as  currently  set  up,  is  one  of  the 
most  difficult  aspects  of  Medicaid  eligibility  for  States  to  ad- 
minister.  Two  of  spend-down' s  especially  troublesome  provisions, 
prioritization  of  spend-down  expenses  and  determination  of  allow- 
able medical  expenses,  can  be  amended  within  the  confines  of  this 
minor  reform  package.   Other  pressing  problems  concerning  spend- 
down  require  more  extensive  reform  efforts  and  are  addressed  in  a 
more  far-reaching  reform  package  which  follows. 

Federal  regulations  regarding  prioritization  require  that, 
in  meeting  the  spend-down,  health  insurance  premiums  be  applied 
first,  non- Me die aid- cove red  services  next,  and  Medicaid-covered 
expenses  last.   Enforcing  these  requirements  involves  closely 
monitoring  each  spend-down  to  see  that  the  applicant  assumes  re- 
sponsibility for  his  spend-down  expenses  in  the  appropriate  se- 
quence.  Thus,  prioritization  is  an  extremely  time-consuming  and 
complicated  task  for  workers.   Further,  prioritization  require- 
ments impose  inefficiencies  in  claims  processing  by  complicating 
assignment  of  the  spend-down  liability.   Because  it  is  difficult 
to  adhere  to  the  regulations  on  prioritization,  States'  practices 
in  this  area  are  often  out  of  compliance. 

Determining  allowable  expenses  is  problematic  as  well,  pri- 
marily because  current  regulations  in  this  area  are  vague  and 
confusing.   Because  of  policy  ambiguity,  much  staff  time  is  con- 
sumed by  efforts  to  seek  clarification  of  Federal  intent.   Further, 
policy  ambiguity  leaves  caseworkers  with  a  great  deal  of  discretion 
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in  the   area  of  determining  which  expenses  may  be  used  in  meeting  the 
spend-down.      As  a  result  of  variation  in  the  way  workers  determine 
allowable   expenses,    recipients  with   similar  medical   expenses  may  be 
treated  differently.* 

Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

+ 

0 

++ 

To  alleviate  the  difficulties  imposed  by  these  requirements, 
this  reform  is  directed  both  at  eliminating  the  complicated  priori- 
tization requirement  and  at  removing  the  margin  for  worker  discretion 
in  the  area  of  determining  allowable  medical  expenses.   The  impact  of 
this  reform  would  primarily  be  to  improve  program  administration; 
however,  it  would  also  result  in  greater  equity. 

Eliminating  the  prioritization  requirement  would  simplify  the 
spend-down  process,  making  it  easier  for  both  applicants  and  staff. 
Standardizing  the  list  of  allowable  medical  expenses  would  reduce  the 
amount  of  time  that  is  currently  wasted  by  regional,  State,  and  local 
program  staff  in  seeking  clarification  on  the  issue  of  what  are  con- 
sidered to  be  allowable  expenses. 

Both  reforms  would  presumably  result  in  increased  adherence  to 
Federal  standards.   States  would  be  more  likely  to  comply  with  Fed- 
eral requirements  if  prioritization  were  replaced  by  a  more  efficient, 
straightforward  method  of  assigning  the  spend-down  liability.   Also, 
a  standardized  list  of  allowable  expenses  would  make  it  easier  for 
the  Federal  government  to  monitor  States  for  compliance. 

In  addition,  standardizing  allowable  medical  expenses  would 
promote  greater  equity  by  removing  the  margin  for  worker  discretion 
and,  thus,  insuring  that  all  clients  are  treated  similarly  in  the 
process  of  deducting  medical  expenses  from  the  spend-down  liability. 


♦Chapter  3,  pp.  19-20,  25-27;  Chapter  4,  pp.  16-20,  92-93,  134. 

6-74 


Cost  Analysis 

Although  simplifying  the  spend-down  procedure  may  allow  a  few 
more  persons  into  the  Medicaid  program,  USR&E  believes  additional 
benefit  costs  will  be  minimal.   Savings  in  administrative  costs  may 
be  substantial,  as  spend-down  cases  often  require  extensive  worker 
time.   USR&E  believes  this  reform  would  be  highly  cost  effective. 
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B.9  Grandfather  Coverage 


MEDICAID   GRANDFATHER   PROVISIONS 
SHOULD   BE   PHASED  OUT 


Summary  of  Problem 

The  SSI  legislation  required  that  States  "grandfather-in"  cer- 
tain groups  of  people  who  would  have  lost  their  cash  assistance  or 
Medicaid  eligibility  as  a  result  of  conversion  to  SSI.   Eligibility 
in  these  cases  continues  to  be  measured  against  pre-SSI  cash  and 
medical  assistance  criteria  so  that  no  recipient  would  be  disadvan- 
taged by  SSI  policies  which  are  more  restrictive  than  pre-SSI  poli- 
cies.  This  provision  has  created  serious  equity  problems  because  it 
confers  special  status  on  a  limited  group  of  recipients.   Further- 
more, many  States  which  do  redeterminations  for  grandfathered  cases 
themselves  (as  opposed  to  SSA  doing  the  redeterminations)  do  not  have 
the  systems  capability  to  readily  flag  grandfathered  cases  for  rede- 
termination purposes.   Thus,  many  grandfathered  recipients  are  not 
being  redetermined  according  to  pre-SSI  criteria,  as  required. 
Rather,  they  are  redetermined  just  as  is  any  other  SSI  recipient. 
Additional  administrative  problems  result  because  of  policy  inconsis- 
tencies between  SSI  and  Medicaid  with  regard  to  continuity  of  eligi- 
bility for  grandfathered  persons.* 

Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

0 

++ 

To  remove  the  problems  created  by  the  grandfathering  provision, 
this  reform  would  phase  out  grandfathering  for  Medicaid  eligibility 
entirely.   This  reform  would  increase  equity  by  eliminating  a 


♦Chapter  3,  pp.  65-66;  Chapter  4,  pp.  56-57, 
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situation  in  which  individuals  in  identical  situations  are  treated 
differently  solely  because  of  the  fact  that  one  was  receiving  cash 
assistance  and/or  Medicaid  before  conversion  to  SSI  and  the  other 
was  not . 

Eliminating  the  grandfathering  provision  would  improve  program 
administration  in  several  ways.   First,  it  would  simplify  program 
administration  by  standardizing  eligibility  requirements  for  all 
Medicaid  recipients.   Second,  it  would  presumably  result  in  increased 
adherence  to  Federal  standards  by  removing  a  complicated  requirement 
that  many  States  are  currently  ignoring.   Lastly,  it  would  improve 
program  coordination  by  eliminating  one  source  of  SSI/Medicaid  policy 
inconsistencies . 

Cost  Analysis 

In  six  States  visited  by  USR&E,  the  following  information  was 
supplied  on  grandfathered  cases. 

EXHIBIT  6-2 

NUMBER  OF  GRANDFATHERED  PERSONS  CURRENTLY  ELIGIBLE 
AND  PERCENT  OF  RECIPIENTS  BY  CATEGORY 


Current 

Numbei  Aged 

Grandfathered 

Persons 

Current  Aged 
Grandfathered 
Persons  as  % 
Aged  Recipi- 
ents in  FY  75 

Curront  # 

Blind  and 

Disabled 

Grandfathered 

Cases 

Current  Blind  & 
Disabled  Grand- 
fathered Per- 
sons as  "  Blind 
f»  Disabled  Re- 
cipients, FY  75 

Alabama 

12,860 

10.7% 

2,228 

5.3% 

Illinois 

4,610 

4.2^ 

21,7:11 

11.0% 

North  Dakota 

744 

11.4% 

877 

29.4% 

Oregon 

1G5-330 

0.9-1.8% 

330-660 

1.0-3.7% 

West  Virginia 

400 

1.9% 

400 

1.9% 

Wisconsin 

12,000 

12.5% 

8,000 

17.6% 
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Clearly,  the  number  of  grandfathered  persons  still  covered 
varies  by  State,  but  perhaps  as  many  as  ten  percent  of  aged, 
blind,  and  disabled  cash  recipients  fall  into  this  category.   Some 
of  these  persons  would  probably  be  eligible  even  under  SSI  stan- 
dards; and,  as  the  SSI  payment  standard  increases  over  time,  more 
will  qualify  under  the  standard  rules.   Others  will  never  qualify 
under  SSI  rules,  because  the  basis  of  their  grandfathered  status 
is  a  more  liberal  categorical  definition  under  the  old  program, 
e.g.,  a  more  lenient  interpretation  of  what  constitutes  disability 
Thus,  eliminating  Medicaid  coverage  of  grandfathered  cases  would 
reduce  Medicaid  program  costs,  but  USR&E  is  not  prepared  to  make 
a  precise  estimate.   The  reduction  in  Medicaid  expenditures  for 
the  adult  categories,  however,  would  certainly  be  much  less  than 
ten  percent,  because  some  persons  would  qualify  under  SSI  rules 
and  others,  who  fail  only  the  income  test,  would  be  able  to  spend- 
down  in  the  twenty-nine  medically  needy  States.   Savings  in  admin- 
istrative costs  due  to  simplified  redeterminations  can  only  be 
guessed  at. 
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SUMMARY  OF  IMPACTS  OF  PACKAGE  B — 
MINOR  AND  TECHNICAL  MEDICAID  REFORMS 


Reform 

Impacts 

Equity 

Incentives 

Administration 

1.  Coverage  Groups 

2.  Income  Levels 

3.  Disregards 

4.  Special  Needs 

5 .  Retroactive  Coverage 

6.  Extended  Medicaid  Coverage 

7.  Residency 

8.  Spend- down 

9.  Grandfather  Coverage 

++ 
++ 
++ 
++ 

0 
++ 
++ 

+ 
++ 

+ 
++ 

+ 
+ 
0 
+ 
0 
0 
0 

+ 
++ 
++ 

0 
++ 
++ 
++ 
++ 
++ 

The  primary  impacts  of  the  package  are  to  create  greater  equity 
in  the  Medicaid  program  and  to  simplify  program  administration. 

This  package  of  reforms  would  also  enhance  incentives  to  work 
and  would  reduce  incentives  to  institutionalize. 
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C.   MAJOR  CROSS-PROGRAM  STANDARDIZATION 

This  reform  package  consists  of  very  major  reforms  to  both  the 
cash  assistance  and  Medicaid  programs  which  would  help  to  achieve 
considerable  uniformity  in  Medicaid  coverage  across  programs  and 
across  States.   These  reforms  would  require  substantial  changes  in 
Titles  IV-A,  XVI,  and  XIX  of  the  Social  Security  Act.   Specifically, 
these  reforms  involve: 

•  simplification  and  standardization  nationwide  of  eligibility 
criteria  and  procedures  for  Title  XIX, 

•  consolidation  and  standardization  nationwide  of  eligibility 
criteria  and  procedures  across  all  major  transfer  programs, 
and 

•  expansion  and  uniformity  of  Medicaid  coverage  groups  nation- 
wide. 

This  reform  package  should  be  considered  in  conjunction  with 
Reform  Package  B,  Minor  and  Technical  Medicaid  Reforms.   Together 
they  represent  the  range  of  changes  needed  to  standardize  and 
simplify  che  Medicaid  program  nationwide. 

Estimating  the  costs  for  this  major  reform  package  was  difficult 
because  simple  extrapolation  of  current  program  data  was  rarely  feas- 
ible for  most  of  the  reforms.   The  numbers  provided  are  based  on 
numerous  assumptions  necessitated  by  the  severe  lack  of  current  pro- 
gram data.   The  numbers  should  be  seen  as  rough  guideposts,  not 
accurate  predictions. 

Here,  more  than  with  the  other  reform  packages,  the  participa- 
tion rate  question  is  vital.   Most  of  the  estimates  were  derived 
assuming  little  change  in  current  participation  rates.   But,  if  dra- 
matic improvements  are  made  in  interprogram  coordination,  and  if  a 
potential  recipient  can  apply  for  several  programs  with  the  same 
application,  participation  is  certain  to  increase.   Publicity  is 
another  potential  influence  on  participation.   A  major  legislative 
thrust  such  as  mandatory  coverage  of  low-income  persons  under  eight- 
een is  certain  to  increase  public  awareness  of  the  program. 
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C.   MAJOR  CROSS-PROGRAM  STANDARDIZATION 


INTERPROGRAM  COORDINATION.  THE  ELIGIBILITY  DETERMINATION  PROCESS 
SHOULD  BE  STANDARDIZED  AND  CONSOLIDATED  ACROSS  THE  MAJOR  TRANSFER 
PROGRAMS . 

•  establish   uniform  definitions  for  eligibility  criteria 
to  be  used  by  all  major  transfer  programs 

•  require  a  single  multi-purpose  application  form  for  cash 
and  health  care  benefits  in  each  State,   abolishing  the 
separate  AFDC ,   SSI,   Food  Stamps,   and  Medicaid  eligibility 
determinations,   but  still   allowing  for  some  differences 
in  exact   eligibility   criteria  among  the  programs 

m     Social  Security  offices  should  determine  all  program 

eligibility  for  adult  applicants;   State  welfare  agencies 
should  continue   to  handle  eligibility  determination  for 
families  and  children 

fiscal  liability  for  the  programs  would  remain 
the  same,  but  control  procedures  would  have  to 
be  worked  out 


DISREGARDS.   DISREGARDS  FOR  ALL  CASH  AND  MEDICAL  ASSISTANCE 
PROGRAMS  SHOULD  BE  STANDARDIZED. 

•  provide  a   $20  disregard  of  any  income  for  the  SSI, 
AFDC,    and  medically  needy  programs ;    eliminate  all 
other   unearned  income  disregards 

•  standardize  the  earned  income  disregards  for  the  SSI, 
AFDC,    and  medically  needy  programs 

-  abolish   the  $30  and  one-third  earned  income  dis- 
regard for  AFDC  and  use  instead  a  standard  disre- 
gard for  earned  income  for  the  AFDC,   SSI,    and  medi- 
cally needy  programs ,   with  a   fixed  maximum;    it 
should  include  all   work  expenses   except  child  care 

-  all   program  applicants  as  well   as  recipients  should 
receive   the  earned  income  disregard 


INCOME  LEVELS.   INCOME  LEVELS  FOR  THE  CASH  AND  MEDICAL  ASSIS- 
TANCE PROGRAMS  SHOULD  BE  SIMPLIFIED  AND  STANDARDIZED. 

•  require  States   to   use  a   uniform  methodology  in 
establishing  the  AFDC  needs  standard 

•  mandate  that   the  medically  needy  level   for  a  State,   at 
a  minimum,   should  be  the  adult  payment  level   or   the 
AFDC  needs   standard    (whichever  is  higher) 
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RESOURCE  CRITERIA.   RESOURCE  DEFINITIONS  AND  LIMITATIONS  SHOULD 
BE  SIMPLIFIED  AND  STANDARDIZED  ACROSS  THE  CASH  AND  MEDICAL 
ASSISTANCE  PROGRAMS. 

•  establish  a   uniform  resource  definition  and  a  uniform 
minimum  resource  level   for  the  AFDC ,   SSI ,   and 
medically  needy  programs 

0     mandate  a  one-year  transfer  of  assets  prohibition  for 
the  AFDC,   SSI,   and  medically  needy  programs 


DEEMING  AND  RELATIVES'  RESPONSIBILITY.   DEEMING  AND  RELATIVES* 
RESPONSIBILITY  POLICIES  SHOULD  BE  ESTABLISHED  WHICH  ARE 
EQUITABLE  AND  UNIFORM  ACROSS  THE  CASH  AND  MEDICAL  ASSISTANCE 
PROGRAMS . 

•  establish  a  deeming  of  income  policy  to  apply  nationwide 
to  AFDC,   SSI,   and  Medicaid;    do  not   use  the  SSI  approach 

0     include  in  whatever  criteria  are  developed  provision  for 
spouses   and  parents  of  child  recipients   to  share  in  the 
cost  of  care  when  recipients  are  institutionalized 


6.   CATEGORICAL  DEFINITION.   THE  CATEGORICAL  DEFINITIONS  SHOULD  BE 
AMENDED  TO  BETTER  IDENTIFY  THE  TARGET  POPULATION  FOR  CASH  AND 
MEDICAL  ASSISTANCE. 

•  revise  the  definition  of  disability  for  cash  assistance 
.     and  Medicaid 

use  a  six-month   time  frame  for  length  of  disability 

eliminate  the  use  of  an  arbitrary  income  level   for 
determining  substantial   gainful   activity ;   other  more 
flexible  criteria  should  be  developed 

establish   that  sedentary  work  should  only  be  grounds 
for  denial  when  it  is   actually  available  in  the 
locality  in  which  the  applicant  lives 

allow  the  combination  of  multiple  disabilities  of 
a  less  severe  nature  to  be  sufficient   to  qualify 
persons  as  disabled 

eliminate  the  use  of  arbitrary  IQ  levels  in  deter- 
mining disability 

0  require  the  submission  of  psychosocial  histories  as  well 
as  medical  information  for  use  in  the  review  process  for 
disability  determination 

0     expand  the  definition  of  the  eligible  unit  for  cash  and 
medical  assistance  to  include   "essential  persons" 

0     revise   the  MA- 21   program  so   that  it  becomes  medical 
assistance  to  low-income  children  under  age  18    (MA-18) 
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COVERAGE  GROUP  EXPANSION.   STATES  SHOULD  BE  REQUIRED  TO  PHASE  IN 
MEDICAID  COVERAGE  OF  ALL  GROUPS  CURRENTLY  ALLOWABLE  UNDER  SSI, 
AFDC,  AND  MEDICAID  REGULATIONS. 

•  mandate  coverage  of  all   the  medically  needy 

m     mandate  coverage  of  all   SSI  and  State  Supplement    (SSP) 
recipients 

0     mandate  coverage  of  AFDC-UF 

*  mandate  coverage  of  all   children  in  poor  families , 
including  the  unborn    (MA-18  program) 


ALTERNATIVES  TO  INSTITUTIONALIZATION.   PROVISION  SHOULD  BE  MADE 
AMONG  THE  MAJOR  TRANSFER  PROGRAMS  TO  MEET  RECIPIENT  SPECIAL 
NEEDS  WHICH  WOULD  PREVENT  UNNECESSARY  INSTITUTIONALIZATION. 

•  establish   criteria  for  including  certain  special   needs  in 
the  eligibility   determination  process   of  AFDC,   SSI,   and 
Medicaid 

the  list  of  special  needs  should  include,   at   a 
minimum,   homemakers  and  domiciliary   care 


9.   SPEND- DOWN.   STATE  MEDICAID  PROGRAMS  SHOULD  COLLECT  THE  SPEND- 
DOWN  LIABILITY,  THUS  ASSUMING  TOTAL  ADMINISTRATIVE  RESPONSIBILITY 
FOR  THE  SPEND- DOWN  PROGRAM. 

•  require  States   to  establish  reasonable  payment  schedules 
for  recipients    to  pay  off  spend-down  liabilities 

m     prohibit  States  from  denying  medical   coverage  because  of 
non-payment  of  the  spend-down  liability;   however,   States 
should  make  every  attempt   to  enforce  collection  of  the 
liability 


10.   COMPLIANCE  AND  PERFORMANCE  STANDARDS.   PERFORMANCE  STANDARDS 

SHOULD  BE  ESTABLISHED  FOR  MEDICAID  ELIGIBILITY  WITH  INCENTIVES 
FOR  POLICY  COMPLIANCE  AS  WELL  AS  SANCTIONS. 
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C.l  Interprogram  Coordination 

THE  ELIGIBILITY  DETERMINATION  PROCESS  SHOULD  BE 
STANDARDIZED  AND  CONSOLIDATED 
ACROSS    THE  MAJOR    TRANSFER  PROGRAMS 

0     establish   uniform  definitions  for  eligibility  criteria 
to  be  used  by  all  major  transfer  programs 

0     require  a  single  multi-purpose  application  form  for 

cash  and  health  care  benefits  in  each  State,   abolishing 
the  separate  AFDC,   SSI,   Food  Stamps,   and  Medicaid  eli- 
gibility determinations ,  but  still   allowing  for  some 
differences  in  exact  eligibility  criteria  among  the 
programs 

0     Social  Security  offices  should  determine  all  program 

eligibility  for  adult  applicants;   State  welfare  agencies 
should  continue   to  handle  eligibility  determination  for 
families  and  children 


Summary  of  Problem 

There  are  three  major  problems  concerning  coordination  among 
the  major  public  transfer  programs.   First,  there  is  a  great  deal 
of  duplication  of  effort.   Although  eligibility  criteria  for  the 
various  transfer  programs  overlap,  clients  are  frequently  re- 
quired to  make  separate  application  to  the  separate  programs. 
The  result  is  that  workers  from  the  various  programs  must  verify 
essentially  the  same  information.   Duplication  of  the  disability 
determination  process  is  a  prime  example  of  this  problem.   In 
States  which  use  SSI  eligibility  criteria,  SSA  determines  dis- 
ability for  SSI  recipients,  while  the  State  determines  disability 
for  its  Medicaid-only  cases.   Thus,  two  agencies  exist  to  apply 
the  same  eligibility  criteria.   In  addition,  administrative  du- 
plication poses  hardships  on  recipients.   Clients  are  forced  to 
file  separate  applications  containing  similar  information  at  dif- 
ferent offices;  often  these  offices  are  quite  distant  from  each 
other . 

Second,  administrative  coordination  is  a  tremendous  problem, 
especially  between  the  SSI  and  Medicaid  programs.   Because  Medi- 
caid eligibility  usually  depends  on  cash  assistance  eligibility, 
State  Medicaid  agencies  rely  on  SSA  for  information  regarding  the 
eligibility  status  of  SSI-related  persons.   Unfortunately,  how- 
ever, SSA  has  not  been  meeting  its  administrative  responsibilities 
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vis-a-vis  State  Medicaid  agencies.   Program  interface  has  suffered 
because  of  SSA  delays  in  dec is ion -making  and  because  the  eligibil- 
ity information  SSA  sends  to  States  on  the  SDX  is  often  untimely 
and  inaccurate. 

A  third  source  of  coordination  problems  occurs  because  the 
various  transfer  programs  often  use  slightly  different  defini- 
tions for  various  eligibility  criteria.   For  example,  the  programs 
differ  in  how  they  define  income,  resources,  accounting  periods, 
and  the  eligible  family  unit.   These  definitional  differences  are 
primarily  a  problem  between  SSI  and  Medicaid,  but  there  are  also 
differences  with  Food  Stamps  and  AFDC.   The  lack  of  definitional 
uniformity  among  programs  is  a  source  of  equity  problems — recipi- 
ents in  similar  circumstances  are  treated  differently  depending 
on  the  categories  or  type  of  assistance  for  which  they  apply. 
Further,  the  variation  in  eligibility  definitions  is  extremely 
troublesome  for  caseworkers  who  must  keep  track  of  and  apply  the 
various  program  eligibility  policies.* 

Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

0 

++ 

To  alleviate  these  coordination  problems,  several  steps 
should  be  taken.   First,  all  programs  should  be  required  to  use 
the  same  definitions  for  their  eligibility  criteria,  even  though 
the  exact  application  of  those  criteria  (e.g.,  income  and  re- 
source levels)  may  continue  to  vary.   Second,  a  multi-purpose  ap- 
plication form  should  be  developed  so  that  eligibility  for  all 
the  transfer  programs  can  be  determined  from  the  same  source 
document.   Third,  and  most  importantly,  for  the  major  recipient 


*Choptcr  3,  pp.  67-74,  77-88,  103-109;  Chapter  4,  pp.  39-83, 
94-96,  130-132,  135-140. 
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categories,  a  single  agency  should  take  responsibility  for  de- 
termining eligibility  for  all  the  transfer  programs.   Specifi- 
cally, the  Social  Security  Administration  should  handle  SSI,  Medi- 
caid (including  the  medically  needy)  and  Food  Stamp  eligibility 
for  the  aged,  blind  and  disabled.   State  agencies  should  continue 
to  determine  multi-program  eligibility  for  families  and  children. 
States  would  continue  to  have  overall  responsibility  for  Medicaid 
and  Food  Stamps,  but  the  eligibility  determination  for  these  programs 
with  regard  to  adults  would  be  transferred  to  SSA.   Procedures  would 
have  to  be  established  to  insure  that  the  fiscal  liability  of  States 
for  the  adult  Medicaid  program  is  adequately  protected.   For  exam- 
ple, SSA  would  be  responsible  for  achieving  certain  quality  control 
standards . 

Instituting  uniform  definitions  for  eligibility  criteria, 
using  a  single  multi-purpose  application  form  for  cash  and  medi- 
cal assistance  benefits,  and  consolidating  the  eligibility  deter- 
mination function  by  major  recipient  groups  would  greatly  simplify 
and  facilitate  program  administration.   There  would  no  longer  be 
a  need  for  duplication  in  the  eligibility  determination  process. 
Applicants  and  recipients  (especially  the  adult  cases)  would  no 
longer  have  to  go  back  and  forth  between  the  local  welfare  office 
and  the  Social  Security  District  Office. 

This  approach  would  also  increase  the  target  efficiency  of 
the  programs,  since  low-income  people  would  be  immediately  in- 
formed of  all  major  benefits  for  which  they  were  found  eligible. 

However,  this  reform  would  no  doubt  introduce  new  administra- 
tive problems.   Procedures  would  have  to  be  developed  to  expand 
the  SDX  to  include  the  medically  needy  and  Food  Stamps,  and  SSA 
staff  would  have  to  learn  about  eligibility  for  these  programs. 
However,  the  use  of  uniform  definitions  and  a  single  application 
form  should  greatly  reduce  the  difficulties  involved. 

In  summary,  the  greatest  impact  of  this  reform  would  be  that 
eligibility  determination  for  all  the  major  transfer  programs 
would  be  streamlined,  both  from  the  applicants'  and  the  program 
administrators'  points  of  view.   Needless  duplication  and  con- 
fusion would  be  eliminated. 
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Cost  Analysis 

Although  the  start-up  costs  involved  in  designing  a  relatively 
uniform  approach  to  the  major  programs  would  be  substantial,  eventu- 
ally significant  administrative  savings  should  result  from  a  reduc- 
tion in  duplication  and  inefficiencies.   Unfortunately,  however,  from 
a  cost  standpoint,  a  highly  simplified  application  process  could 
have  enormous  consequences.   One  would  expect  little  change  in  the 
AFDC  program  where  participation  seems  to  run  at  upwards  of  ninety 
percent.   But  programs  such  as  medical  assistance  to  low-^income 
children  and  spend-down,  where  participation  is  probably  closer 
to  ten  percent,  would  be  likely  to  grow  substantially.   For  in- 
stance, if  every  family  eligible  for  Food  Stamps  in  a  State 
were  notified  that  their  children  were  eligible  for  Medicaid, 
substantial  cost  increases  would  be  probable.   Perhaps  the  only 
advantage  of  the  current  entanglement  of  welfare  programs  is 
that  costs  are  reduced  because  the  programs  are  so  complex  and 
confusing  that  probably  few  persons  receive  all  the  benefits 
they  are  entitled  to  by  law. 
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C.2   Disregards 


DISREGARDS  FOR  ALL   CASH  AND  MEDICAL  ASSISTANCE 
PROGRAMS  SHOULD  BE  STANDARDIZED  AND  SIMPLIFIED 

provide  a  $20  disregard  of  any  income  for   the  SSI, 
AFDC ,  and  medically  needy  programs;    eliminate  all   other 
unearned  income  disregards 

standardize   the  earned  income  disregards  for  the  SSI, 
AFDC,   and  medically  needy  programs 


Summary  of  Problem 

One  of  the  major  areas  of  eligibility  determination  about 
which  States  and  local  staff  voice  complaints  is  the  area  of 
income  disregards.   The  current  disregard  policies  for  the  cash 
programs  are  extremely  complex,  and  they  cause  significant  in- 
equities.  To  begin  with,  there  are  major  differences  in  the  dis- 
regards used  by  AFDC  and  SSI.   Thus,  workers  must  understand  two 
distinct  approaches,  and  applicants  are  treated  differentially, 
depending  on  their  category.   Second,  there  are  numerous  disre- 
gards or  exclusions  in  both  programs,  so  that  clients  and  staff 
have  to  master  a  considerable  body  of  requirements.   Many  of 
these  disregards  deal  with  unusual  situations,  affecting  only  a 
small  number  of  recipients,  thus  making  them  subject  to 
error  and  omission  and  only  marginally  contributing  to  program 
equity. 

A  third  problem  relates  to  the  actual  disregards  used  and 
the  situations  to  which  they  apply.  There  is  almost  unanimous 
opposition  among  States,  for  example,  to  the  $30  and  one-third 
earned  income  disregard  for  AFDC  and  to  the  treatment  of  work 
expenses  in  that  program.  In  some  States,  hundreds  of  dollars 
per  month  can  be  disregarded  for  certain  cases  because  there  is 
no  fixed  maximum  on  the  amount  disregarded.* 


♦Chapter  3,  pp.  28-37,  39-41,  105,  109;  Chapter  4,  pp.  27-29, 
93. 
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Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Admini  s tration 

++ 

+ 

++ 

To  correct  the  disregard  dilemma,  the  major  step  to  be  taken 
would  be  to  standardize  the  earned  and  unearned  income  disregards 
used  for  the  AFDC,  SSI,  and  medically  needy  programs,  including  the 
treatment  of  work  expenses.   The  disregard  reform  would  also  extend 
disregards  to  all  program  applicants  as  well  as  recipients. 

This  reform  would  create  considerably  greater  horizontal  and 
vertical  equity  for  the  cash  assistance  programs  and  Medicaid.   All 
cash  assistance  recipients  and  applicants,  regardless  of  their  cate- 
gory, would  be  treated  equally.   Those  with  earned  income  would  con- 
tinue to  receive  some  incentive  to  retain  or  increase  that  earned 
income,  but  the  establishment  of  a  fixed  dollar  maximum  for  earned 
income  disregards  would  prevent  abuse  of  the  disregard  policy.   Use 
of  a  $20  disregard  for  any  type  of  income  would  provide  some  benefit 
to  having  unearned  income,  but  eliminate  the  administrative  complexity 
caused  by  the  current  unearned  income  disregard  policies. 

Standardizing  and  simplifying  the  treatment  of  disregards  for 
the  two  major  cash  programs  and  Medicaid  would  be  a  major  administra- 
tive reform.   The  eligibility  determination  process  would  be  greatly 
simplified  and  errors  would  be  reduced.   The  number  of  eligibility 
regulations  workers  would  have  to  master  would  be  vastly  reduced,  and 
it  would  be  much  easier  to  coordinate  between  the  major  programs. 

Cost  Analysis 

Three  alternative  disregard  policies  have  been  examined.   The 
first  is  a  $200  maximum  disregard  for  earned  income  and  work  expen- 
ses.  The  1973  AFDC  survey  showed  that  if  a  $200  maximum  were  placed 
on  total  disregards  and  work  expenses,  6.4%  of  persons  would  have 
some  reduction  in  payment.   Some  but  not  all  of  these  persons  would 
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become  ineligible  initially.   As  soon  as  former  recipients  had  a 
chance  to  adjust  to  the  new  rules,  those  persons  needing  medical 
care  would  likely  reduce  income  to  maintain  eligibility.   Those 
working  persons  who  would  choose  not  to  reduce  their  incomes  are 
likely  to  be  low  utilizers  of  medical  care.   Thus,  USR&E  feels  that 
2.5%  is  a  reasonable  estimate  of  the  reduction  in  Medicaid  payments 
for  AFDC  cash  recipients  which  would  occur  if  a  $200  maximum  were 
used.   That  would  be  about  $135  million  in  FY  1978.   Less  than  four 
percent  of  all  SSI  persons  work  and  less  than  one  percent  of  these 
have  deductions  exceeding  $200.   Thus,  USR&E  assumed  a  $200  limit 
would  have  no  significant  effect  on  SSI  eligibles. 

A  second  possible  reform  could  be  the  application  of  a  $20 
general  income  disregard  and  a  $65  plus  one-half  of  earned  income 
monthly  disregard  to  AFDC.   USR&E  predicts  that  approximately  350,000 
more  persons  would  then  be  eligible,  and  costs  would  rise  by  about 
$160  million.   If  this  disregard  were  applied  also  to  the  medically 
needy  program  for  AFDC-related  cases,  USR&E  predicts  a  further  $310 
million  increase.   (This  figure  is  based  on  a  seventy-five  percent 
participation  rate  for  persons  in  the  medically  needy  band  and  a 
seventy- five  percent  increase  in  spend-down  expenses.)   Thus,  ex- 
tending SSI  policy  to  all  programs  would  increase  total  Medicaid  ex- 
penditures by  $470  million,  nearly  five  percent  in  FY  1978.   Of 
course,  it  would  also  dramatically  increase  AFDC  payments  for  the 
fifteen  percent  of  AFDC  persons  who  work. 

Finally,  if  "$20  +  $65  +  1/2  "  were  applied  to  all  programs  but  a 
$200  per  month  limit  were  imposed  on  disregards,  USR&E  predicts  the 
program  would  realize  the  full  $135  million  savings  from  AFDC  but 
would  create  added  medically  needy  costs  of  $100  million  for  a  net 
savings  of  $35  million. 

The  importance  of  these  figures  should  not  be  missed.   Disre- 
gards dramatically  increase  effective  benefit  levels  for  those  with 
earned  income.   The  weighted  national  average  medically  needy  level 
for  a  family  of  four  is  $4,200  yearly.   After  applying  all  current 
SSI  disregards,  this  level  becomes  $9,600.   In  Massachusetts  the 
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level  becomes  nearly  $12,000 — near  the  median  income.   Disregards 
also  dramatically  reduce  spend-downs.   Using  the  national  average 
medically  needy  level  above,  an  AFDC-related  family  with  $12,000 
income  would  currently  have  to  spend  down  something  like  $6,000 
after  deducting  work  expenses.   With  the  SSI  disregards  in  place, 
the  spend-down  would  be  $1,300.   The  result  is  a  conservative  esti- 
mate of  increased  costs  of  over  $100  million. 

By  putting  a  $200  monthly  limit  on  disregards,  one  still 
raises  the  effective  benefit  level  by  $2,400  yearly  for  those  with 
earned  income.   With  this  limit,  applying  SSI  disregards  to  all 
programs  eliminates  the  automatic  skipping  over  of  the  medically 
needy  level  currently  experienced  by  persons  earning  their  way  off 
AFDC.   (Currently,  the  $30  and  1/3  earned  income  disregard  applies 
only  to  AFDC  cash  recipients,  not  to  the  medically  needy.)   The 
maximum  affects  almost  no  aged,  blind,  or  disabled  recipients,  yet 
it  still  results  in  a  net  program  savings.   Disregard  policy  merits 
close  scrutiny. 

Exhibit  6-3  shows  the  effect  of  alternative  disregard  policies 
on  various  possible  reforms  (page  6-110) . 
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C.  3  Income  Levels 

INCOME   LEVELS  FOR   THE  CASH  AND  MEDICAL  ASSISTANCE 
PROGRAMS  SHOULD  BE  SIMPLIFIED  AND  STANDARDIZED  NATIONWIDE 

0     require  States   to  use  a  uniform  methodology  in 
establishing  the  AFDC  needs  standard 


• 


mandate  that   the  medically  needy  level   for  a  State, 
at  a  minimum,   should  he   the  adult  payment  level  or 
the  AFDC  needs   standard    (whichever  is  higher) 


Summary  of  Problem 

With  the  conversion  to  SSI  in  1974,  a  national  minimum  in- 
come level  was  established  for  the  aged,  blind,  and  disabled; 
however,  no  such  income  floor  has  ever  been  established  for  AFDC. 
Even  worse,  States  cannot  even  be  compared  with  regard  to  their 
AFDC  programs,  since  there  are  no  uniform  requirements  or  report- 
ing of  how  States  arrive  at  their  AFDC  needs  standards.   AFDC 
needs  standards  and  payment  levels  vary  dramatically  across 
States.   Not  surprisingly,  since  a  State's  medically  needy  level 
is  tied  to  its  cash  assistance  levels,  there  is  also  tremendous 
variation  among  States  in  the  financial  level  for  medical  need. 
The  lack  of  uniformity  in  income  levels  across  States  means  that 
the  same  poor  family  could  qualify  for  cash  assistance  and  Medicaid 
in  one  State,  and  not  be  able  to  qualify  for  either  program  in  an- 
other State.* 


♦Chapter  3,  pp.  11-16,  94-97;  Chapter  4,  pp.  23-24,  93-94. 

6-93 


Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

0 

++ 

The  establishment  of  uniform  procedures  nationwide  for  determin- 
ing the  AFDC  needs  standard  and  setting  the  medically  needy  income 
level  are  the  substance  of  this  reform.   States  would  be  required,  at 
a  minimum,  to  set  the  medically  needy  level  at  the  adult  payment 
level  or  the  AFDC  needs  standard  (whichever  is  higher) .   This  re- 
form assumes  the  elimination  of  the  133%  maximum  for  the  medically 
needy  level  proposed  in  Reform  Package  B. 

By  mandating  a  uniform  approach  to  how  States  determine  the 
AFDC  needs  standard,  it  would  become  possible  to  compare  the  extent 
to  which  States  are  meeting  needs  of  AFDC  families,  as  well  as  to  see 
how  need  varies  from  State  to  State.   Also,  use  of  this  standard  in 
setting  the  medically  needy  level  would  insure  that  the  medically 
needy  level  nationwide  would  be  a  much  more  realistic  income  figure 
for  judging  medical  need. 

The  major  impact  of  this  reform  would  be  to  substantially  equal- 
ize medically  needy  eligibility  for  the  poor  throughout  the  country. 
It  makes  sense  to  establish  minimum  uniform  medically  needy  require- 
ments nationwide .   Such  a  change  would  go  a  long  way  toward  providing 
a  major  portion  of  the  poor  population  throughout  the  United  States 
with  reasonable  access  to  medical  care.   One  of  the  major  geographic 
differences  in  eligibility  criteria  has  always  been  the  income  levels. 

Cost  Analysis 

The  cost  associated  with  any  policy  regarding  the  setting  of 
needs  and  payment  standards  for  AFDC  will  depend  on  the  nature  of 
the  plan  adopted.   USR&E  can  provide  a  few  guideposts.   If  one 
weights  standards  by  the  number  of  poor  single-parent  families  with 
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children  under  eighteen  in  each  State,  the  weighted  national  aver- 
age payment  standard  is  $3,395  for  a  family  of  four.   The  weighted 
average  need  standard  is  $3,655.   Raising  the  payment  standard  to 
the  need  standard  would  increase  the  number  of  AFDC  eligibles  by 
about  4.6%.   A  4.6%  increase  in  Medicaid  expenditures  for  AFDC 
cash  recipients  would  cost  about  $250  million  in  FY  1978.   If  the 
standard  were  raised  to  $4,000,  costs  would  rise  by  about  $500 
million. 
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C.4   Resource  Criteria 


RESOURCE   DEFINITIONS  AND  LIMITATIONS 
SHOULD  BE   SIMPLIFIED  AND  STANDARDIZED  ACROSS 
THE  CASH  AND  MEDICAL  ASSISTANCE  PROGRAMS 

establish  a    uniform  resource  definition  and  a   uniform 
minimum  resource  level    for   the  AFDC ,   SSI,    and 
medically  needy  programs 

mandate  a  one-year   transfer  of  assets  prohibition  for 
the  AFDC,    SSI,    and  medically  needy  programs 


Summary  of  Problem 

Determining  the  nature  and  extent  of  available  resources  for 
program  recipients  is  another  area  of  eligibility  determination 
which  local  workers  find  difficult  and  time-consuming.   It  is 
especially  problematic  because  the  definition  and  limits  on  re- 
sources vary  among  the  major  transfer  programs  as  well  as  among 
States.   AFDC,  SSI,  and  the  medically  needy  program  each  have  a 
somewhat  different  approach  to  resources.   As  with  income,  States 
have  considerable  flexibility  in  the  resource  limits  they  estab- 
lish and  in  how  they  define  and  assess  resources.   For  the  most 
part,  the  definitional  differences  among  the  programs,  and  among 
States  appear  trivial;  however,  there  are  substantial  differences 
in  the  various  financial  levels.   There  is  also  a  major  difference 
between  SSI  and  the  other  programs.   SSI  does  not  have  any  prohibi- 
tion on  transfer  of  assets  prior  to  application,  while  both  AFDC  and 
Medicaid  allow  States  such  an  option.* 


♦Chapter  3,  pp.  42-46,  67-68,  99-101;  Chapter  4,  pp.  29- 
30,  51-52,  96,  137-139. 
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Analysis  of  the  Reform 


IMPACTS 
Equity     Incentives     Administration 
++  0  ++ 


By  establishing  a  uniform  definition  of  resources,  uniform  cri- 
teria for  assessing  resources  (including  a  one-year  prohibition 
against  transferring  assets  prior  to  application) ,  and  a  minimum 
resource  level  nationwide  for  SSI,  AFDC,  and  Medicaid,  important  pro- 
gress would  be  made  toward  both  equity  and  administrative  efficiency 
for  Medicaid  eligibility.   All  major  transfer  programs  would  be  using 
the  same  criteria  for  assessing  resources,  thereby  eliminating  recip- 
ient confusion  and  making  the  job  of  the  local  worker  much  easier. 
Further,  because  the  assessment  of  resources  is  a  frequent  source  of 
error,  it  could  be  expected  that  quality  control  rates  would  improve 
with  more  uniform  and  straightforward  criteria. 

Cost  Analysis 

The  perpetually  weak  link,  in  cost  analysis  is  resource  data. 
Even  in  microsimulation  models,  resources  must  be  imputed  from  in- 
formation on  rent,  interest,  and  dividend  income.   When  aggregate 
data  is  used,  the  problems  are  even  more  severe.   There  is  almost  no 
recent  data  which  gives  distribution  of  assets  by  income  class  and 
age,  family  size,  sex  of  family  head,  and  so  forth.   NCSS  data  is 
available  on  the  number  of  AFDC  applicants  rejected  because  of  ex- 
cessive assets.   Although  one  might  estimate  the  effects  of  standard- 
izing resources  levels  by  comparing  asset  rejections  in  liberal  and 
restrictive  States,  there  is  little  reason  to  expect  the  estimates 
to  be  reliable .   Who  applies  is  related  to  peoples '  perceptions  of 
the  eligibility  rules  when  they  consider  applying.   Indeed,  if  per- 
sons understand  that  they  reside  in  a  restrictive  State,  higher  asset 
persons  are  probably  less  inclined  to  apply.   Rejection  rates  may 
actually  be  lower  in  restrictive  States  than  in  liberal  ones.   Faced 
with  these  difficulties,  USR&E  has  chosen  not  to  make  any  adjustment 
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for  assets  tests  except  in  discussion  of  transfer  of  assets  provi- 
sions.  The  NCSS  data  does  show  that  less  than  two  percent  of  AFDC 
applicants  are  rejected  because  of  excessive  assets.   Past  Old  Age 
Assistance  data  showed  that  less  than  five  percent  of  aged  applicants 
were  similarly  rejected.   Thus,  except  for  the  institutionalized, 
USR&E  does  not  believe  that  resource  levels  are  major  eligibility 
factors  except  in  a  few  very  restrictive  States. 

For  discussion  of  transfer  of  assets,  see  pages  6-53  to  6-55. 
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C.5   Deeming  and  Relatives'  Responsibility 

DEEMING  AND  RELATIVES'    RESPONSIBILITY  POLICIES 
SHOULD  BE  ESTABLISHED  WHICH  ARE 
EQUITABLE  AND  UNIFORM  ACROSS  PROGRAMS 

m     establish  a  deeming  of  income  policy   to  apply  nationwide 
to  AFDC,   SSI,    and  Medicaid;    do  not   use  the  SSI  approach 

m     include  in  whatever  criteria  are  developed  provision  for 
spouses  and  parents  of  child  recipients   to  share  in   the 
cost  of  care  when  recipients  are  institutionalized 


Summary  of  Problem 

As  with  other  eligibility  procedures,  the  major  transfer  pro- 
grams (SSI,  AFDC,  Food  Stamps,  and  Medicaid)  have  differing  poli- 
cies on  the  responsibility  of  family  members  for  contributing  to 
the  support  of  one  another.   There  are  two  basic  differences. 
First,  there  are  differences  between  the  programs  in  what  is  con- 
sidered to  be  a  family  unit.   For  example,  AFDC  and  Medicaid  usu- 
ally do  not  consider  stepparents  financially  responsible  for  any 
stepchildren,  yet  SSI  does  as  long  as  the  stepparents  and  step- 
children are  living  in  the  same  household.   Similarly,  Medicaid 
and  AFDC  typically  consider  a  man  and  woman  to  be  married  only  if 
they  are  legally  married,  whereas  SSI  considers  a  couple  to  be 
married  if  they  hold  themselves  out  to  the  community  as  man  and 
wife. 

A  second  problem  area  involving  relatives'  responsibility  oc- 
curs because  SSI  considers  parents  responsible  for  their  (minor) 
children  and  a  spouse  responsible  for  a  spouse  only  as  long  as  the 
spouse  or  child  is  in  the  home.   As  a  result,  if  a  child  or  a 
spouse  is  institutionalized,  SSI  ceases  to  deem  income  from  other 
family  members.   This  policy  has  received  considerable  criticism  be- 
cause it  creates  incentives  for  institutionalization.   AFDC  and 
Medicaid,  on  the  other  hand,  consider  relatives'  responsibility  to 
continue  for  the  institutionalized.   Due  to  these  policy  differ- 
ences, recipients  and  their  families  are  treated  differently, 
depending  on  the  program  with  which  they  are  involved.   Not 
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surprisingly,  keeping  policy  differences  straight  adds  to  the  admin- 
istrative problems  facing  local  staff.* 


Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

+ 

+ 

To  end  the  confusion  caused  by  the  differing  relative  respon- 
sibility policies,  a  uniform  approach  should  be  adopted  by  the 
major  transfer  programs  regarding  the  treatment  of  income  of 
responsible  family  members.   This  uniform  policy  should  include 
provisions  for  relatives'  responsibility  to  continue  when  family 
members  are  institutionalized.   Importantly,  the  reform  should  in- 
clude a  standardized  definition  of  the  responsible  family  unit. 

The  use  of  a  uniform  approach  to  relatives'  responsibility 

i 
would  considerably  enhance  equity  for  Medicaid.   The  income  of  family 

units  would  be  treated  the  same  by  all  programs ,  thus  ending  the  in- 
equities caused  by  the  previous  policies.   Such  an  approach  would  also 
increase  the  target  efficiency  of  Medicaid  because  recipients  would 
receive  Medicaid  services  only  after  available  family  resources  were 
utilized. 

Most  importantly,  this  reform  would  end  incentives  for  unneces- 
sary institutionalization.  Parent  to  child  and  spouse  to  spouse  fi- 
nancial responsibility  would  continue  for  the  institutionalized.  How- 
ever, care  should  be  taken  to  use  reasonable  financial  standards  for 
determining  the  level  of  relatives'  contributions.  The  income  stan- 
dards should  be  higher  than  those  used  for  eligibility  determination. 

Policy  uniformity  for  resources  should  make  interprogram  coordin- 
ation easier  and  reduce  the  number  of  policies  workers  would  have  to 
learn.   However,  the  reform  would  not  be  without  its  administrative 


'Chapter  3,  pp.  67-73,  88,  114,  117;  Chapter  4,  pp.  45-50,  96. 
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difficulites.   It  is  often  difficult  to  get  relatives  to  assume 
financial  responsibility,  especially  for  the  institutionalized.   Ad- 
ministrative mechanisms  would  have  to  be  developed  for  monitoring 
relative  contributions. 

Cost  Analysis 

For  discussion  of  deeming  and  relatives'  responsibility,  see 
Reform  B.l,  pages  6-53  to  6-55. 
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C.6   Categorical  Definition 

THE   CATEGORICAL   DEFINITIONS  SHOULD  BE 

AMENDED   TO  BETTER   IDENTIFY  THE    TARGET 

POPULATIONS   FOR   CASH  AND  MEDICAL   ASSISTANCE 

0     revise   the  definition  of  disability   for  cash   assistance 
and  Medicaid 

0  require  the  submission  of  psychosocial  histories  as  well 
as  medical  information  for  use  in  the  review  process  for 
disability  determination 

0     expand   the  definition  of  the  eligible   unit  for  cash  and 
medical   assistance   to  include   "essential   persons" 

0      revise   the  MA-21   program  so   that  it  becomes  medical 
assistance   to  low-income  children   under  age  18    (MA-18) 


Summary  of  Problem 

Even  if  all  States  were  to  cover  every  allowable  group  under 
Medicaid,  many  poor  people  in  need  of  medical  care  would  still  be 
ineligible.   This  is  because  the  categorical  definitions  and  require- 
ments involved  in  eligibility  are  quite  restrictive.   Many  of  the 
poor  simply  do  not  "fit"  into  any  covered  group.   Particularly 
troublesome  are  the  definitions  of  disability  currently  used  for 
Social  Security,  SSI,  and  Medicaid,  and  the  exclusively  "medical" 
approach  to  disability  determination. 

Also  problematic  is  how  the  eligible  unit  is  defined  for 
certain  categories .   For  example ,  even  though  a  spouse  may  be 
providing  essential  medical  care  to  an  aged  or  disabled  Medicaid 
recipient,  that  spouse  cannot  be  included  as  a  part  of  the  eligi- 
ble unit  under  Medicaid. 

Many  States  have  recognized  the  gaps  caused  by  the  Federal 
categorical  requirements  and  have  decided  to  provide  medical  cov- 
erage at  their  own  expense  to  a  general  assistance  population  who 
do  not  exactly  fit  the  Federal  requirements.   However,  this  is  an 

expensive  solution  for  the  States,  and  not  one  that  the  majority 
of  States  are  willing  to  adopt. 

Several  States  have  indicated  that  they  would  provide  Medicaid 
coverage  to  all  low-income  children  if  it  were  not  for  the  age  limi- 
tation currently  required  for  the  MA-21  group.   Since  eighteen  years 
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is  the  age  of  majority  in  many  States,  this  coverage  group  has  not 
been  used  because  it  would  mean  extending  Medicaid  to  "adults"  not 
otherwise  categorically  related.* 

Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

+ 

0 

Reforms  to  the  current  categorical  restrictions  in  Medicaid 
coverage  would  involve  several  major  steps:   revising  the  disability 
definition,  including  psychosocial  histories  in  the  review  for  dis- 
ability determination,  expanding  the  definition  of  the  eligible  unit 
to  include  essential  persons ,  and  changing  the  medical  assistance 
program  for  low-income  children  to  include  only  those  under  eighteen 
years  of  age.   Each  of  these  reforms  would  require  legislative 
changes. 

Amending  the  categorical  requirements  so  that  more  poor  people 
would  be  eligible  for  Medicaid  would  be  costly,  but  it  would  greatly 
improve  the  equity  of  Medicaid  coverage.   The  primary  impact  of  such 
reform  would  be  to  increase  equity,  simply  because  more  poor  people 
would  become  eligible. 

Work  incentives  for  the  disabled  would  be  improved  by  the  changes 
to  the  disability  definition.   Coverage  of  the  short-term  disabled 
would  greatly  increase  the  ability  of  the  Medicaid  program  to  offer 
rehabilitative  services.  With  the  removal  of  the  current  limitation 
of  $200  per  month  on  earned  income,  disabled  persons  would  not  have 
to  choose  between  work  and  Medicaid  coverage. 

It  does  not  seem  likely  that  any  part  of  this  reform  set  would 
affect  the  administration  of  State  Medicaid  programs. 


'Chapter  3,  pp.  18-19,  47-63,  111-112. 
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Cost  Analysis  for  Six  Month  Disability  Definition 

It  is  particularly  difficult  to  estimate  the  numbers  of  persons 
potentially  eligible  for  SSI  if  a  six  month  disability  definition 
were  used,  because  persons  with  a  part-year  disability  had  earnings 
only  part-year,  by  definition.   Annual  income  may  be  a  poor  reflec- 
tion of  the  income  level  prevailing  in  the  quarters  that  the  person 
was  disabled.   1970  Census  data  shows  that  the  number  of  heads  of 
households  with  income  below  the  SSI  level  who  experienced  six  months 
or  more  total  disability  is  only  5.5%  greater  than  the  number  of 
heads  with  household  income  in  the  same  range  who  had  one  year  or 
more  of  total  disability.   Even  if  the  SSI  level  for  the  short  term 
disabled  were  doubled  to  account  for  fluctuations  in  income ,  this 
percentage  rises  to  only  11.3%.   The  short  term  persons  are  more 
likely  to  have  excess  assets  than  those  with  longer  disabilities  and 
may  be  less  likely  to  apply.   Furthermore,  these  figures  are  gath- 
ered on  a  retrospective  basis  rather  than  the  prospective  one  used 
by  SSI.   Some  of  those  listed  as  having  had  only  six  months  of 
disability  at  the  time  of  the  survey  will  go  on  to  have  over  one 
year's  disability  and  would  already  be  eligible  on  a  prospective 
basis.   Thus,  USR&E  believes  five  percent  is  a  reasonable  upper 
bound  estimate  of  the  increase  in  eligibles.   The  short  term  dis- 
abled are  likely  to  have  higher  medical  expenses  than  the  long 
term,  but  they  are  also  far  more  likely  to  be  covered  by  workman's 
compensation  or  employee  health  insurance  policies.   Thus,  five  per- 
cent seems  like  an  equally  reasonable  estimate  of  the  increase  in 
Medicaid  costs  for  the  disabled.   Persons  other  than  household  heads 
are,  of  course,  eligible  for  SSI,  but  assuming  household  heads  are 
similar  to  non-heads  seems  the  most  logical  extrapolation.   Then  ap- 
plying five  percent  increase  to  the  costs  of  Medicaid  for  the  dis- 
abled, one  gets  a  figure  of  $225  million  in  FY  1978. 

Several  important  caveats  are  necessary.   It  is  impossible  to 
know  how  accurate  the  1970  Census  data  is.   The  disability  determina- 
tion was  made  by  the  individual — not  a  team  of  physicians.   One  would 
guess,  then,  that  the  Census  figures  may  overestimate  the  number  of 
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disabled.      On  the  other  hand,   if  it  became   financially  lucrative   to 
be  disabled    (particularly  if  one  has  high  medical  expenses) ,    it  seems 
likely  that  more  persons  would  attempt  to  qualify  than  reported  them- 
selves as  disabled  in  the  Census.      Hopefully,    the  effects  offset,  but 
USR&E   fears   the  incentives   to  enter  the  program  may  push  the  cost 
above   the   $225  million  estimated. 
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C.7      Coverage   Group  Expansion 

STATES  SHOULD  BE   REQUIRED   TO  PHASE  IN  MEDICAID 
COVERAGE   OF  ALL   GROUPS   CURRENTLY  ALLOWABLE 
UNDER  SSI,    AFDC,    AND  MEDICAID  REGULATIONS 

0     mandate   coverage  of  all    the  medically  needy 

0     mandate   coverage  of  all   SSI  and  State  Supplement    (SSP) 
recipients 

0     mandate  coverage  of  AFDC-UF 

0     mandate  coverage  of  all   children  in  poor  families , 
including  the  unborn    (MA-18  program) 


Summary  of   Problem 

Differences    among  States   in  who   can  be   eligible    for  Medicaid  are 
tremendous.      These    coverage   differences   are  probably  the  greatest  in- 
equity  in   Medicaid  eligibility.      In   those  sixteen   States  where   only 
cash   assistance   recipients   are  eligible    for  Medicaid,    an  arbitrary 
income    level  exists    above  which  no  one   can  be    found  eligible    for 
medical   coverage,    regardless   of  their  medical  expenses.      Since    the 
cash   assistance   income   level  is  well  below  the  poverty  level   in  many 
States,    this   limitation  is   most   severe.      A  second  major  problem  ex- 
ists  in  States  which,    for  the  most  part,   only  provide   Medicaid  cover- 
age  to   those   children  who  are    in  AFDC   families.      In   these   States , 
(there    are    thirty- three   of   them)  ,    children  in   two-parent   families 
cannot  become  eligible   for  Medicaid,    regardless  of  how  poor  the 
family   is   or  how   great   their  medical   need  is.* 


♦Chapter    3,    pp.    9-10,    47-53,    89-101. 
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Analysis   of   the   Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

++ 

0 

This   reform  would  require   all   States   to  phase   in  the   coverage 
of  all  allowable  groups   under  Medicaid.      Of  particular  importance 
would  be   the   coverage  of  the  medically  needy  and  all   children   in  low- 
income   families. 

Such  coverage  would  substantially   increase  Medicaid  costs,   but 
the  improvement  in  equity  for  Medicaid  coverage  would  be  equally  sub- 
stantial.     Uniform  and  comprehensive   Medicaid  eligibility  nationwide 
would  mean   that  the  extent  to  which  a  person  received  needed  medical 
care  would  no   longer  depend  on  where   that  person  lived.      Horizontal 
equity  would  improve,    since   the  group  coverage   in  all  States  would  be 
the   same.      Vertical  equity  would  also  increase,    since   all  States 
would  have   a  medically  needy  program  and  thus,   be   able   to  accommodate 
higher  income  people  with   large  medical  needs.      Finally,    the  target 
efficiency  of  Medicaid  would  improve,   since   all   low-income   children 
and  all   categorically-related  poor  adults  would  have   access   to  Medi- 
caid eligibility. 

Uniformity  and  comprehensiveness   in  Medicaid  coverage  would  also 
impact  the  incentive   structure   for  Medicaid  eligibility.      With  the 
medically  needy  and  low-income   children  programs,   poor  working  fami- 
lies  could  be  assured  of  Medicaid  coverage   for  at  least  their  child- 
ren.     There  would  not  be  adverse   incentives   against  work,   nor  would 
children  in  two-parent  families  be   ineligible.      Also,  with   the 
medically  needy  program,    incentives   to  institutionalize  would  be 
reduced;   more  adults  would  be  able   to  receive  Medicaid  assistance 
outside  of  the  institutional  setting. 

This   reform  should  not  have   a  negative   impact  on  program  admin- 
istration,   although  there  obviously  would  be  more   administrative   con- 
cerns.     Program  and  interstate   coordination  should  be  simpler  since 
the  basic  coverage   groups  would  be  the  same   in  every  State.      However, 
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workers  would  have  to  master  several  sets  of  eligibility  criteria. 
In  the  past,  States  which  provided  comprehensive  eligibility  coverage 
have  had  relatively  high  error  rates  and  relatively  high  incidence  of 
compliance  problems.   With  more  extensive  coverage,  there  simply  is 
much  more  to  worry  about;  the  eligibility  determination  process  be- 
comes much  more  complex  and  subject  to  error.   The  other  reforms 
presented  in  this  package  would  help  to  offset  this  effect,  however. 

Cost  Analysis 

Incremental  expansion  to  Medicaid  coverage  nationwide  carries 
the  joint  distinction  of  being  the  most  expensive  reform  and  the  most 
difficult  reform  to  estimate.   Altogether  the  reform  could  cost  over 
$4  billion.   Yet  such  an  estimate  is  open  to  debate  since  no  one  even 
knows  how  many  persons  are  currently  covered  under  the  medically 
needy  program  or  what  the  costs  are.   Without  such  a  number  it  is 
impossible  to  extrapolate  the  added  costs  associated  with  instituting 
the  program  in  States  not  already  having  it.   There  is  no  data  on  the 
number  of  participants  in  the  MA-21  program.   Unborn  children  are 
rarely  counted.   It  should  go  without  saying,  then,  that  obtaining 
estimates  requires  monumental  assumptions,  and  the  numbers  should  be 
viewed  with  extreme  caution. 

One  of  the  problems  USR&E  faced  in  estimating  costs  for  this 
reform  was  the  uncertainty  regarding  the  treatment  of  work  expenses 
and  disregards.   These  policies  are  critical  in  some  programs,  notably 
medical  assistance  to  low-income  children.   Thus,  USR&E  decided  to  do 
all  of  the  major  estimates  under  five  different  assumptions  concerning 
disregards : 

•  No  change :   AFDC  cash:   $30  and  1/3  earned  income  dis- 
regard with  average  monthly  work  expenses 
of  $100  and  average  unearned  disregard  of 
$9  per  case  per  month 

MN-AFDC:   $100  monthly  work  expenses  only 

SSI-Cash:   $65  +  1/2  earned  income  disregard 
monthly;  $20  unearned  disregard  monthly 

MN-SSI:   $65  +  1/2  earned  income  disregard 
monthly;  $20  unearned  disregard  monthly 
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•  $200  maximum  on  disregards:      Same  disregards   as  above, 

but  disregards  may  not  exceed  $200  monthly 

•  $30  +  1/3   for  MN-AFDC  and  MA-18;      Same  as    "no  change," 

but  MN-AFDC  and  MA-18  disregards  are  assumed 
identical  to  AFDC  cash  rules.  No  maximum  on 
disregards. 

•  $20   +  $65   +  1/2   for   all  programs:      All  programs   are 

assumed  to  use  the  SSI  disregards.      No  work 
expenses . 

•  $20  +  $65   +  1/2,    $200  maximum:      All  programs   use  SSI   dis- 

regards,  but  disregards  may  not  exceed  $200 
monthly . 

USR&E's  best  estimates   for  a  variety  of  incremental   changes   are 
presented  in    Exhibit   6-3:      "Estimated  Cost  of   Incremental  Expansion 
Under  Differing   Disregard  Policies,    FY   78."      The  estimates    for  each 
step  in  the   reform  are  discussed  below. 

Automatic  Eligibility    for  All   SSI   and  State   Supplement   Recipients 

USR&E   started  with   the  $300  million  estimate    for  the   cost  of 
eliminating  the   209(b)    option.       (See   Reform  B.l)      It  was   then   as- 
sumed coverage  would  be  extended  to  all   SSI  and  SSP  cash   recipients, 
that  non-cash  recipient  aged,   blind,    and  disabled  persons  would  be 
unaffected,    and  that  the  new  eligibles  would  average  only  one-half 
the   costs   of  the  old  ones  since  the  institutionalized  and  very  sick 
are  probably  already  on  the  program.      Under  these   conditions , 
USR&E's  estimate   of  the  total   additional   costs   incurred  is    $625 
million.      Since   less   than  one-tenth  of  one  percent  of  SSI  recipients 
have  an  earned  income  disregard  of  over  $200,   USR&E  assumed  the  ef- 
fect of  a  maximum  on  the  SSI  population  would  be  negligible.      Thus, 
the   $625  million  estimate  holds  under  all  disregard  policies   listed. 

AFDC-UF  Program  in  All   States 

The   AFDC   Unemployed   Father  program    (AFDC-UF)    sets    a  very   low 
ceiling  on   the    father's   earnings   and  hours  worked.      Thus,    USR&E   ex- 
pects  that  there   are   very   few  medically   needy  UF  cases.       (The   only 
reason  there  would  be   any  at  all  is  that  medically  needy   resource 
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levels   are  usually  higher  than  AFDC  levels.)      USR&E  simply  extrapo- 
lated from  current  AFDC  program  data  assuming  that  the   UF  segment 
would  represent  the  same  portion  of  the  caseload  in  States  not  cur- 
rently having  the  program  as  in  those  States  which  have   a  program 
today.      This  method  leads   to  a  prediction  of  134,000  children  and 
77,000   adults  becoming  eligible  per  month.      If  these  persons 
used  the  same   level  of  care  as   the   average  ADFC  enrollee   child  or 
adult  do  each  month,    then  the  cost  would  run  about   $60  million  in  FY 
74   or   $125  million   in  FY   78.      Fathers   probably  would  use   less    care 
than  average,   but  UF   families   are   usually  covered   for  only  part  of 
the  year  and  thus   are   likely  to  have  higher  than  average   utilization 
in  the  months  they  are  on.      Thus,    USR&E  used  a  $115   million  figure. 
Because  of  the   low  maximum  on  hours  worked,    disregard  policy  does   not 
affect  AFDC-UF  eligibility   significantly. 

Medically  Needy  Program  in  All  States 

The  obvious  method  of  estimating  expenditures  would  be   to   calcu- 
late  the   ratio  of  medically   needy  to   non-medically   needy   costs   in 
States  with   a  medically  needy  program  and  assume   the  same   ratio  would 
apply  to  non-medically   needy  States   if  a  medically  needy  program  were 
adopted  there.      Unfortunately,    data  do  not  exist  on  medically  needy 
expenditures.      Data  only  exist  on  expenditures  of  persons  who  did  not 
receive  a  cash  payment.      Many  institutionalized  persons   do  not  receive 
a  cash  payment  but  are  not  medically  needy  because  they   fall  below  the 
cash  assistance   income   and  resource   levels.      Thus   all  States  have   some 
payments    for  persons   not  receiving  cash.      This   latter  group  is   called 
"eligible  but  not   receiving  cash."      Included  also  in  this  group   are 
persons  eligible   for  cash  payments  but  choosing  only  to  receive   Medi- 
caid protection.      Thus,    included   in  the  statistics    for  persons   not 
receiving  cash  payments   are   the   "eligible  but  not  receiving"   and  the 
medically  needy. 

USR&E   chose   to  assume   that  all   non-cash  Medicaid  recipients   in 
categorically  needy  States  were   "eligible  but  not  receiving"   since  no 
medically  needy  programs  exist  there.      It  was   then  assumed  that  the 

6-111 


"eligible    and  not   receiving"    group  in  medically  needy   States  were    the 
same   proportion   of   cash   recipients   as    in  categorically  needy  only 
States.      All  other  persons  were   then  medically  needy.      A  similar  ap- 
proach was    used  to   calculate   medically   needy  expenditures.      A  compi- 
lation of   the   figures   obtained   can  be    found  in  the  Cost  Estimation 
Manual.      Using  these    figures,    USR&E    could  then  estimate   the  medically 
needy  expenditures   as   a  proportion  of  non-medically  needy  dollars   in 
medically   needy   States   and   apply   the    figure   to  non-medically   needy 
States.      Using   this   method,    an  estimate   of   $1.2  billion  was   obtained. 

For   the   costs    of   the  program  when  new   disregards  were    applied, 
USR&E   used  Current   Population   Survey    (CPS)    data   to  estimate    the 
number  of  persons   in  the  medically   needy  band,    and  assumed  a   fifty 
percent  participation  rate.      Spend- down   costs  were   assumed   to  be 
twenty- five  percent  of   current  medically   needy   costs   and  were   assumed 
to  increase   to    fifty  percent   for   $30   and  1/3   and  to   seventy- five  per- 
cent  for  $20  +   $65   +  1/2.      When  a   $200  maximum  was   applied,    spend- 
down  costs  were  assumed  to  be  unchanged  from  current  costs.      For 
discussion  of  why  disregards  increase   spend-down  costs,   see   Reforms 
B. 3   and  C.3. 

Differing  disregard  policies   only   affect   MN-AFDC  persons,   where- 
as  a  substantial  portion   of  medically   needy    costs    fall   into   the  adult 
categories.      Furthermore,    the  medically   needy  band  is   very  narrow 
even  with    the   most   liberal   disregards,    so  that  a  maximum  of   750,000 
persons   are   affected.      Thus ,   disregard  policies  have   less  effect  on 
medically   needy   costs   than  might  be   expected. 

Medical   Assistance   to  Low-Income   Children  Under  Eighteen  Years   of  Age 
(MA- 18)    in  All    States 

MA-18  may  be    a  very   large   time  bomb.      If  all   the  persons   under 
eighteen   currently   eligible    for   the  program  applied,    the   current   MA- 
21  program  could   alone    cost   as  much   as   $1  billion.      If  all  persons 
aged  eighteen   to   twenty-one   applied,    the    figure   could  be   still   larger. 
No  one   knows    just  how  many   persons   are  participating,   but   few  States 
seem   to   regard   MA-21   as   a  major  expense.      USR&E   suspects   the  partici- 
pation  rate  may  be  below   ten  percent.      The   Company   thus   estimates    the 
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cost  of  the  current  MA-21  program  to  be  no  more  than  $100  million. 
USR&E  examined  the  costs  of  extending  an  MA-18  program  to  children 
under  eighteen  in   all  States  using  three   sets   of  assumptions: 


•     Assumption  1 


•      Assumption   2 : 


Assumption   3: 


In  medically  needy   States,    the   MA-18  level 
would  be   the  medically   needy   level;    in  cate- 
gorically needy  States,    the  level  would  be 
the   appropriate  AFDC  payment. 

The   MA-18   level  would  be  equal   to  the 
current  weighted    (by   #  poor   families)    average 
level  in  medically  needy  States. 

The    MA-18   level  would  be    $5,000    for  a   family 
of    four,    and   levels    for  other  size    families 
would  be   adjusted  by   $500  per  person  greater 
or  less   than   four. 


If   100%   of  eligible  persons   participated,    USR&E  predicted  costs 
as    follows : 


Assumption  1 
Assumption  2 
Assumption   3 


Cost  in  FY  1978 

$1,616  billion  -  $2,046  billion 
$1,978  billion  -  $2,498  billion 
$2,617  billion  -  $3,312  billion 


#  of  Children 
Eligible 

5.15  million 
6.29  million 
8.34  million 


The  range   reflects   different  assumptions   regarding  cost  per  en- 
rollee.      These   figures   assume   that  spend-down  costs   are   a  rather 
meager  twenty- five  percent  of  total   costs.      These  costs   could  easily 
be   double   that  predicted.      These  numbers   do  not  adjust   for   families 
which  might  be   rejected  for  excess   resources.      Nonetheless,   wide- 
spread participation  in  an  MA-18  program  could  produce   remarkably 
high   costs.      If  the  age   limit  were   set  at  twenty-one,    the  costs   could 
be   still  higher. 

For  purposes   of  making  the  cost  estimates  shown  in  Exhibit  6-3, 
USR&E   used  Assumption  1   and  assumed   that  participation  would  be   fifty 
percent.      This   figure  is  entirely  arbitrary.      Publicity  might  push 
participation  much  higher,   but  some  persons  in  two-parent   families 
have  employment- related  health  insurance. 
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Disregard  policy  is  most  important   for  this   reform.      For 
single  parent  families,   each  $100  increase  in  benefit  levels  would 
bring   fewer  and   fewer  people  into  the  potential  eligibility  pool. 
But   for  two-parent  families — the  ones   affected  by  MA-18 — each   $100 
increase  would  cut  deeper  and  deeper  into  the   fat  part  of  the  in- 
come  distribution.      Using   "$20+$65+l/2"  more   than  triples   the  cost 
of  implementing  the  program. 
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C.8  Alternatives  to  Institutionalization 

PROVISION  SHOULD  BE  MADE   AMONG   THE  MAJOR   TRANSFER 

PROGRAMS   TO  MEET  RECIPIENT  SPECIAL  NEEDS   WHICH  WOULD 

PREVENT   UNNECESSARY  INSTITUTIONALIZATION 

•  establish  criteria  for  including  certain  special  needs  in 
the  eligibility   determination  process   for  AFDC ,   SSI,   and 
Medicaid 


Summary  of  Problem 

The  institutionalization  of  many  Medicaid  recipients  could  be 
prevented  or  at  least  shortened  if  there  existed  readily  available 
alternatives  to  nursing  home  care  in  the  community,  such  as  home- 
makers  and  home  health  aides  or  domiciliary  care.   In  many  instances, 
if  a  relative  could  be  paid  to  stay  home  and  provide  care,  institu- 
tionalization could  be  prevented.   Accordingly,  the  cost  to  the  gov- 
ernment would  be  decreased.   Further,  recipients  would  be  able  to 
stay  in  their  own  homes. 

Unfortunately,  States  are  not  encouraged  to  set  up  such  alterna- 
tive systems  of  care.   One  of  the  ironies  in  the  major  transfer  pro- 
grams for  adults  is  that  there  is  little  Federal  leadership  to  States 
in  this  regard.   Federal  SSI  monies  are  provided  on  a  flat  per-person 
basis,  regardless  of  an  individual's  needs — everyone  is  treated  the 
same.   Whether  a  person  needs  a  homemaker  each  day,  or  whether  a  per- 
son is  in  good  health  and  is  totally  able  to  take  care  of  himself 
makes  no  difference.   If  a  State  wants  to  recognize  the  special  needs 
of  adults ,  it  must  do  so  totally  out  of  State  funds ,  through  its 
Title  XX  Social  Service  money,  or  through  the  Medicaid  program.   Un- 
fortunately, Title  XX  monies  are  usually  limited,  and  Medicaid  will 
not  pay  for  any  service  that  is  not  "medical."   As  a  result,  States 
are  paying  for  most  alternative  solutions  to  institutionalization  out 
of  their  own  monies.   In  those  States  which  cannot  afford  special 
programs,  recipients  are  faced  with  either  living  on  their  SSI  checks 
or  going  into  a  nursing  home.   There  is  no  Federal  help  (i.e.,  match- 
ing to  States)  for  anything  "in-between."* 


♦Chapter  3,  pp.  16-19. 
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Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

++ 

++ 

- 

To  encourage  States  to  develop  and  provide  alternatives  to  in- 
stitutionalization, criteria  should  be  established  to  recognize  cer- 
tain special  needs  in  the  eligibility  determination  process  and 
income  levels  of  SSI,  AFDC,  and  Medicaid.   At  a  minimum,  recipient 
needs  for  homemakers  and  domiciliary  care  should  be  included. 

Such  a  reform  would  provide  States  with  Federal  financial  sup- 
port in  their  deinstitutionalization  efforts.   Alternatives  to  insti- 
tutionalization would  be  provided  for  Medicaid  recipients  in  every 
State,  thus  promoting  program  equity. 

Obviously,  the  main  impact  of  this  reform  would  be  to  pro- 
vide incentives  to  recipients  for  deinstitutionalization.   Since 
forty  percent  of  Medicaid  costs  are  now  directed  to  institutional 
care,  this  is  an  important  consideration.   Enabling  recipients  to 
remain  at  home  or  in  the  community  would  also  contribute  to 
family  stability. 

Although  it  could  be  expected  to  save  money  in  benefit  pay- 
ments, this  reform  would  not  improve  the  administrative  efficiency 
of  State  Medicaid  programs.   One  of  the  criticisms  of  the  welfare 
eligibility  determination  process  in  the  past  has  been  the  use  of 
special  needs.   Undertaking  an  individualized  "needs"  assessment 
is  time-consuming  for  the  local  worker,  and  it  frequently  involves 
considerable  subjectivity.   More  paper  work  is  required,  and  it  is 
more  difficult  to  insure  quality  control  with  the  use  of  special 
needs . 
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Cost  Analysis 

Much  has  been  said  in  this  report  concerning  the  costs  asso- 
ciated with  institutionalization.   USR&E  has  not  made  any  estimates 
of  the  savings  which  might  result  from  the  use  of  alternatives  to 
institutionalization;  however,  if  expenditures  for  long  term  care 
services  could  be  reduced  by  five  percent,  savings  of  over  $350 
million  would  result. 
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C.9      Spend-down 


STATE  MEDICAID  PROGRAMS  SHOULD   COLLECT   THE  SPEND- 
DOWN   LIABILITY,    THUS   ASSUMING    TOTAL   ADMINISTRATIVE 
RESPONSIBILITY  FOR    THE  SPEND-DOWN  PROGRAM 

require  States  to  establish  reasonable  payment  schedules 
for  recipients   to  pay  off  spend-down  liabilities 

prohibit  States  from  denying  medical  coverage  because  of 
non-payment  of  the  spend-down  liability;  however,  States 
should  make  every   attempt   to  enforce  collection  of  the 

liability 


Summary  of  Problem 

Although  everyone  recognizes  the  importance  of  the  spend-down 
program  with  regard  to  equity,  States  uniformly  cite  spend-down  as 
the  most  difficult  administrative  problem  in  Medicaid  eligibility. 
Spend-down  is  also  the  most  frequently  cited  compliance  problem. 
The  most  troublesome  and  controversial  part  of  the  spend-down  pro- 
gram involves  the  policy  of  incurment.   According  to  Medicaid 
law,  medically  needy  applicants  are  supposed  to  be  able  to  disre- 
gard from  their  income  the  cost  of  any  medical  expenses  which  they 
have  incurred.   Of  importance  is  that  the  law  does  not  indicate 
that  the  liability  ever  has  to  be  paid. 

Incurment  is  a  problem  in  three  major  ways.   First,  some 
spend-downers  cannot  persuade  providers  to  allow  them  enough  credit 
to  incur  medical  expenses  sufficient  to  satisfy  the  spend-down  lia- 
bility.  Since  many  States  use  a  six  month  accounting  period  for 
spend-downers,  six  months'  worth  of  excess  income  is  a  lot  of  credit. 

A  second  problem  is  that  not  all  spend-downers  repay  the  bills 
they  incur.  This  results  in  an  inequity  for  those  who  do  pay  their 
spend-down  liability.  Non-payment  of  the  spend-down  liability  does 
not  make  a  difference  to  Medicaid  eligibility. 

Third,  the  concept  of  incurment  causes  substantial  administrative 
problems.   States  have  encountered  problems  with  keeping  straight  the 
medical  bills  of  spend-downers.   Often,  it  is  not  clear  which  portion 
of  the  bills  Medicaid  owes  and  which  part  the  spend-downer  is  respon- 
sible for.   As  a  result,  there  are  frequently  double-billings  and 
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erroneous   Medicaid  payments.      Some   States,    to  eliminate   this    claims 
processing   confusion,   have   required  that  bills  be  paid  before   eligi- 
bility is   granted.      However,    this   requirement  clearly  violates   Fed- 
eral regulations   and  prevents  many   applicants   from  successfully 
spending  down.* 

In  summary,    the  incurment   concept  has   resulted  in  inequities 
and  administrative   chaos,   even  though   its    intent  may  have   been  well- 
founded. 

Analysis   of   the    Reform 


IMPACTS 

Equity 

Incentives 

Administration 

+ 

0 

++ 

To  eliminate   the  problems   caused  by   incurment,    States   should 
be   required  to   assume  total   administrative   responsibility   for  the 
spend-down  program.      Specifically,    State   Medicaid  programs   should 
collect  spend-down   liabilities   directly    from  potential   spend-downers 
on  a  monthly  basis.      Such   a   reform  would  remove   the  burden  on   spend- 
down   applicants   to   find  providers  willing  to  extend  them  credit. 
Providers  would  be   rid  of  the  confusion  that  often  surrounds  bill- 
ings   for   spend-down  cases ,    and  they  would  no   longer  have    to    face    the 
losses   resulting  from  bad  debts  of  spend-downers. 

This    reform  would  prohibit   State    Medicaid  agencies    from  termin- 
ating benefit   coverage   to   spend-downers  who   fail   to  meet   their   spend- 
down  liabilities.      Such   an  action  should  only  be  ordered  by  the 
courts  when  all  possible   collection  attempts  have   failed. 

The  most   significant   impact  of  this   reform  would  be   in  the 
administrative   area.      The  spend-down  process   should  be  easier   for 
workers    and  spend-down   applicants   to   understand.      The   spend-down 
program  would  operate  much  like   a  regular  health  insurance  program, 
with   an   income-related  deductible.      Significantly,    State   Medicaid 


♦Chapter    3,   pp.    19-25,    115-117;    Chapter   4,   pp.    16-22,    30-36, 
87,    92-93. 
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claims  processing  systems  would  not  have   to  worry   about   special 
procedures    for   dealing  with   the  billings    for  spend-downers .      Spend- 
downers,    as    far   as  providers  would  be   concerned,   would  be   treated 
just   like    any  other  Medicaid   recipients. 

However,  it  would  be  misleading  to  say  that  this  reform  would 
not  present  some  administrative  difficulties-  State  Medicaid  pro- 
grams would  have  to  go  into  the  collection  business.  The  burden  of 
recouping  from  recipients  would  rest  with  the  State  Medicaid  agen- 
cies, not  providers.  If  many  spend-downers  did  not  pay  their  lia- 
biliies,    States  would  have   to   assume   the   debt. 

Nevertheless,    spend-down  would  be  much   more   equitable  with   such 
an  approach.      All   applicants   and  recipients  would  be  expected  to  pay 
the   spend-down   liability,    but   they  would  be    able   to  pay   the   liability 
over  time.      The    cash    flow  and   credit  problems   now  present   in   the 
system  would  be  eliminated.      It   also  seems    likely   that  this  approach 
would  be   considerably   easier   for   recipients   to  understand,   because 
of  its   similarity   to   an  insurance   system. 

It  should  be  pointed  out  that  this   administrative   approach  is 
quite   similar   to   that  proposed   for  some   versions   of  national   health 
insurance.      Some   States  have  been  using  this  system,   even  though 
they   are   in  violation  of  Federal   regulations. 

Cost   Analysis 

It  is   quite    impossible    to   assess    the   effects   of  this  provision. 
Certainly   if   spend-down  becomes   a  simpler  process,    the  number  of 
spend-downers  will   increase.      On   the  other  hand,    USR&E   suspects   that 
the    incurment  provision   in  most   States   allows   many  persons   to  escape 
paying  their  spend-down   at   all.      With   the  State   as    collector,    many 
of   these   dollars   may  be    recovered,   eventually   reducing  a   costly 
drain  on   the  medical   care   system. 
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CIO      Compliance   and  Performance   Standards 

PERFORMANCE  STANDARDS  SHOULD  BE   ESTABLISHED  FOR 
MEDICAID  ELIGIBILITY,    WITH   INCENTIVES   FOR  POLICY 
COMPLIANCE  AS   WELL  AS  SANCTIONS 


Summary  of  Problem 

States  have   a  significant   "negative"   incentive   to  be  in  compli- 
ance with  Federal  Medicaid  eligibility  policy — non-compliance  pre- 
sumably can  result  in  the  withholding  of  Federal  matching  funds.      But 
the   fact  of  the  matter  is  that  the  Federal  government's  prerogative 
to  use   fiscal  penalties    for  non-compliance   is   rarely,    if  ever,    used. 
However,   State  and  Federal   staff  spend  a  great  deal  of  time   analyzing 
and  debating  compliance   issues.      The  Medicaid  Bureau  eligibility 
staff  identified  108  potential  compliance  issues   during  recent  re- 
views  they  conducted  of   fourteen  States . 

There  must  be   recognition  that  the   current  system  is  not  pro- 
ducing the  desired  results ;    the  penalty  approach  is  not  working  be- 
cause States  continue   to  show  substantial  non-compliance  with  Federal 
eligibility  policy.      Furthermore,    the   constant  threat  of  compliance 
hearings  being  called  has   contributed  to  considerable   ill-will  between 
States   and  the   Federal  government.* 

Analysis  of  the   Reform 


IMPACTS 

Equity 

Incentives 

Administration 

0 

0 

++ 

To  alleviate  many  of  the  problems  with  Medicaid  eligibility 
non-compliance,    the  Federal  government  should  substantially  alter 
its   approach   to  States.      Performance   standards   should  be   devel- 
oped for  States  with  incentives   for  positive   achievements   and 


*Chapter    3,    pp.    112-117;    Chapter   4,   pp.    10-14,    83-100,    133-135, 
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sanctions  for  poor  results.   For  example,  States  could  be  expected 
to  reduce  their  eligibility  error  rates  to  a  certain  level.   States 
bettering  the  expected  level  would  be  rewarded;  States  not  achiev- 
ing the  level  would  be  penalized.   Similarly,  incentives  could  be 
developed  to  reward  States  for  timely  processing  of  applications, 
redeterminations,  and  fair  hearings,  for  fully  meeting  Federal  re- 
porting requirements,  for  implementing  policy  changes  in  an  expedi- 
tious manner,  for  worker/caseload  ratios,  etc.   Possible  incentives 
could  include  increased  Federal  matching  in  certain  areas ,  extra 
funds  for  research  and  evaluation,  and/or  reduced  quality  control 
requirements . 

This  reform  is  in  direct  response  to  State  suggestions.   Al- 
though many  people  argue  that  States  should  not  have  to  be  rewarded 
for  complying  with  Federal  law  and  regulations,  the  reality  is  that 
the  carrot  often  works  better  than  the  stick. 

The  major  impact  of  this  reform  would  be  to  improve  State  ad- 
herence to  Federal  standards  for  Medicaid  eligibility.   It  is  diffi- 
cult to  predict  whether  or  not  better  State  compliance  with  Federal 
standards  would  simplify  the  eligibility  determination  process.   One 
of  the  reasons  cited  by  States  for  non-compliance  is  that  Federal 
policies  are  administratively  infeasible.   Therefore,  only  if  Federal 
eligibility  policy  is  simplified  will  better  State  compliance  contri- 
bute to  improvements  in  administrative  efficiency. 
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SUMMARY  OF  IMPACTS  OF  PACKAGE  C — 
MAJOR  CROSS  PROGRAM  STANDARDIZATION 


Reform 

Impacts 

Equity 

Incentives 

Administration 

1. 

Interprogram  Coordination 

++ 

0 

++ 

2. 

Disregards 

++ 

+ 

++ 

3. 

Income  Levels 

++ 

0 

++ 

4. 

Resource  Criteria 

++ 

0 

++ 

5. 

Deeming  and  Relative 

Responsibi lity 

++ 

+ 

+ 

6. 

Categorical  Definition 

++ 

+ 

0 

7. 

Coverage  Group  Expansion 

++ 

++ 

0 

8. 

Alternatives  to  Insti- 

Institutionalization 

++ 

++ 

- 

9. 

Spend- down 

+ 

0 

++ 

10. 

Compliance  and  Perform- 

ance Standards 

0 

0 

++ 

The  major  impact  of  these  reforms  would  be  to  expand  medical 
assistance  coverage  and  to  make  the  coverage  equitable  among  States. 
Also,  standardization  would  make  Medicaid  eligibility  relatively 
simple  to  understand  and  to  administer.   In  turn,  simplification  and 
uniformity  should  both  reduce  the  cause  of  many  eligibility  errors 
and  lead  to  increased  adherence  to  Federal  standards. 

Secondary  impacts  of  the  reform  package  would  be  to  improve 
incentives  to  work  and  incentives  for  family  stability  and  deinsti- 
tutionalization . 
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sanctions  for  poor  results.   For  example,  States  could  be  expected 
to  reduce  their  eligibility  error  rates  to  a  certain  level.   States 
bettering  the  expected  level  would  be  rewarded;  States  not  achiev- 
ing the  level  would  be  penalized.   Similarly,  incentives  could  be 
developed  to  reward  States  for  timely  processing  of  applications, 
redeterminations,  and  fair  hearings,  for  fully  meeting  Federal  re- 
porting requirements,  for  implementing  policy  changes  in  an  expedi- 
tious manner,  for  worker/caseload  ratios,  etc.   Possible  incentives 
could  include  increased  Federal  matching  in  certain  areas,  extra 
funds  for  research  and  evaluation,  and/or  reduced  quality  control 
requirements . 

This  reform  is  in  direct  response  to  State  suggestions.   Al- 
though many  people  argue  that  States  should  not  have  to  be  rewarded 
for  complying  with  Federal  law  and  regulations,  the  reality  is  that 
the  carrot  often  works  better  than  the  stick. 

The  major  impact  of  this  reform  would  be  to  improve  State  ad- 
herence to  Federal  standards  for  Medicaid  eligibility.   It  is  diffi- 
cult to  predict  whether  or  not  better  State  compliance  with  Federal 
standards  would  simplify  the  eligibility  determination  process.   One 
of  the  reasons  cited  by  States  for  non-compliance  is  that  Federal 
policies  are  administratively  infeasible.   Therefore,  only  if  Federal 
eligibility  policy  is  simplified  will  better  State  compliance  contri- 
bute to  improvements  in  administrative  efficiency. 
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SUMMARY  OF  IMPACTS  OF  PACKAGE  C — 
MAJOR  CROSS  PROGRAM  STANDARDIZATION 


Reform 
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++ 
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Coverage  Group  Expansion 
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++ 
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Spend- down 
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0 
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The  major  impact  of  these  reforms  would  be  to  expand  medical 
assistance  coverage  and  to  make  the  coverage  equitable  among  States. 
Also,  standardization  would  make  Medicaid  eligibility  relatively 
simple  to  understand  and  to  administer.   In  turn,  simplification  and 
uniformity  should  both  reduce  the  cause  of  many  eligibility  errors 
and  lead  to  increased  adherence  to  Federal  standards. 

Secondary  impacts  of  the  reform  package  would  be  to  improve 
incentives  to  work  and  incentives  for  family  stability  and  deinsti- 
tutionalization. 
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D.   THE  MINOR  STATE  FLEXIBILITY  REFORM  PACKAGE 

The  previous  two  reform  packages  contained  modifications  of 
the  Medicaid  program  which  would  tend  to  standardize  the  program 
nationwide,  and,  as  such,  reduce  State  flexibility  in  implementing 
the  program. 

While  many  State  Medicaid  officials  are  for  national  standards , 
few  can  agree  on  what  the  standards  should  be.   The  only  standards 
that  would  be  satisfactory  to  the  majority  of  States  are  ones 
that  are  liberal  enough  so  that  no  State  would  have  to  cut  back  its 
program.   However,  imposing  liberal  standards  nationwide  would  be 
extremely  costly,  and  none  of  the  States  is  willing,  or  able,  to 
pay  for  it.   Once  cost  constraints  are  introduced  into  the  decision- 
making, States  tend  to  disagree  widely  on  what  Medicaid  policy 
should  be.   One  thing  they  all  are  in  agreement  on,  however,  is  that 
the  States  are  in  a  much  better  position  than  the  Federal  government 
to  make  and  implement  sound  policies. 

States  believe  that  many  of  the  problems  of  the  Medicaid  pro- 
gram are  due  to  the  fact  that  the  policymakers  (i.e.,  HEW  and  the 
Congress)  are  not  the  ones  who  have  to  implement  the  policies.   The 
result  is  a  proliferation  of  policies  that  are  administratively  un- 
workable.  Many  State  Medicaid  officials  feel  that  if  they  were 
given  the  flexibility  to  administer  the  Medicaid  program  as  they 
wish,  they  would  contribute  significantly  to  the  development  of 
exemplary  models  or  innovative  approaches  which  could  be  adopted  by 
other  States  as  well.   They  also  believe  that  they  are  closer  than 
Congress  and  HEW  to  their  constituents  and  are,  therefore,  in  a  better 
position  to  develop  policies-  that  are  responsive  to  recipient  needs. 

These  arguments  form  the  basis  for  this  reform  package  and  the 
one  which  follows.   The  reforms  in  this  package  leave  the  basic 
structure  of  the  Federal-State  Medicaid  program  in  place  and  permit 
departures  from  specific  eligibility  policies  and/or  procedures. 
The  reforms  in  Package  E  presented  later  represent  a  major  change  in 
the  overall  philosophy  of  the  Medicaid  program  and  would  involve 
adoption  of  a  Title  XX-like  approach  to  the  provision  of  medical 
assistance  to  the  needy. 
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3.  INCOME  DISREGARDS.  STATES  SHOULD  BE  GIVEN  MORE  FLEXIBILITY  IN 
DETERMINING  WHAT  KINDS  OF  EARNED  AND  UNEARNED  INCOME  SHOULD  BE 
DISREGARDED   IN   DETERMINING   FINANCIAL  ELIGIBILITY   FOR  MEDICAID. 

•  permit  States   to  decide  for  themselves  whether  or  not 
to   continue  using  current   unearned  income  disregards 
for  Medi cai d  s uch  as : 

-  August  1972  Social  Security  cost-of-living 
increase 

further  Social  Security  cost-of-living  increases 

educational   stipends 

stipends  for  VISTA- like  programs 

cash  bonus   value  of  Food  Stamps 

per  capita  payments   to  Indian   tribes 

-  benefits   under  Title   VII  of  the  Older  Americans 
Act 

•  permit  States  to  alter  the  current  treatment  of  work- 
related  expenses  and  earned  income  for  AFDC  medically 
needy  cases 

-  permit   the  States  to   use  a  flat  disregard  for 
work-related  expenses    (without  any  provision   to 
permit  higher  disregards  if  actual   expenses   can 
be  demonstrated  to  be  higher) 

permit   the  States   to  apply  a  modified  "thirty  and 
a  third"   rule  which  imposes   time  and/or  money 
limits 


OTHER  FINANCIAL   CRITERIA  AFFECTING  THE   INSTITUTIONALIZED. 
STATES    SHOULD  BE   GIVEN   MORE    FLEXIBILITY   TO   SET   FINANCIAL   STAN- 
DARDS   FOR  MEDICAID   COVERAGE  WHICH   AFFECT   THE   INSTITUTIONALIZED. 

•     eliminate  the  "Medicaid  cap"   for  adult  categorically 
needy  recipients    (i.e.,    the  300%  of  SSI  limit  on  gross 
income)    and,   in  its  place,   require  only   that  gross  income 
be  less   than   total   medical    (at  Medicaid  cost-related 
reimbursement  rates)    and  maintenance  costs    (including 
maintenance  of  the  home) 

m     eliminate  the  requirement   that   the  personal   needs  allow- 
ance must  be  at  least   $25.00   and  allow  States   to  vary 
the  allowance  according  to  actual  personal   needs 
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5.   MEDICAID  ELIGIBILITY  FOR  SSI  RECIPIENTS.   CHANGES  SHOULD  BE 
INSTITUTED  IN  THE  OPTIONS  AVAILABLE  TO  STATES  FOR  COVERAGE 
OF  SSI  RECIPIENTS  IN  ORDER  TO  PROVIDE  GREATER  FLEXIBILITY. 

•  repeal   209(b)    and  allow  States  at   their  option   to 
establish  for  Medicaid  any   criteria  more  restrictive 
(than  SSI)  for.  the,. aged,   blind,   and  disabled 

permit  States   using  more  restrictive  criteria   to 
rely  on  selected  data  from  the  SDX  in   eligibility 
determination  without  additional   verification 

continue  allowing  States  to  use  SSI  criteria  but 
require  a  separate  application  for  Medicaid ;   also 
allow  those  States  to  rely  on  the  SDX  without 
additional   verification 

-     no  spend-down  provisions  would  be  mandatory,  no 
disregard  of  SSI  income  would  be  required;   neither 
would  States  be  limited  to   their  January  1972   eli- 
gibility criteria 

continue   to  make   the  1634  agreement  option 
available   to  States 


6.   ADULT  MEDICALLY  NEEDY  COVERAGE.   ALL  STATES  SHOULD  BE  PERMITTED 
TO  PROVIDE  MEDICALLY  NEEDY  COVERAGE  TO  CERTAIN  AGED,  BLIND, 
AND  DISABLED  PERSONS  NOT  CURRENTLY  ELIGIBLE  BECAUSE  OF  SSI 
CATEGORICAL  CRITERIA. 

•  permit  States  to  provide  coverage  for  "essential  persons" 

m     permit  States  to  use  a  more  liberal   disability  definition 
for  Medicaid  coverage 


SPECIFIC  MEDICAID  ELIGIBILITY  POLICIES.   STATES  SHOULD  BE  ABLE 
TO  MODIFY  OTHER  SPECIFIC  MEDICAID  ELIGIBILITY  PROVISIONS  WHEN, 
IN  THEIR  JUDGMENT,  THESE  REVISIONS  WOULD  IMPROVE  THE  PROGRAM 
IN  THEIR  JURISDICTION. 

•  permit  States  to  set  their  own  eligibility  requirements 
and  monitoring  procedures  for  extended  coverage 

0  permit  States  to  set  their  own  eligibility  requirements 
for  retroactive  coverage 

m  permit  States  to  provide  Federally-matched  Medicaid  for 
whatever  groups  of  low-income  children  they  wish,  e.g., 
all   children  under  a  certain  age 


6-129 


8.   DATA  SYSTEMS  AND  QUALITY  CONTROL.   HEW  SHOULD  PROVIDE  STATES 
WITH  INCREASED  FLEXIBILITY  TO  COLLECT  AND  ANALYZE  PROGRAM 
DATA  AND  TO  CONDUCT  QUALITY  CONTROL  ACTIVITIES  THEY  FEEL  TO 
BE  APPROPRIATE. 

•  permit  States   to  develop  and  implement  MMIS  or  any 
parts  of  it  in  an  incremental   fashion 

0     permit  States  with  consistently  low  MEQC  rates   to  reduce 
the  size  of  their  sample  and/or  to  sample  less   frequently 
within  Federally  set  limits  and/or  to   use  error  prone 
profiles  for   their  MEQC  sample 

•  increase   the  administrative  matching  rate   to 
States  with  good  MEQC  results 
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D.l  Medically  Needy  Eligibility 

.  STATES  SHOULD  BE   GIVEN  GREATER   FLEXIBILITY  IN  SETTING 
ELIGIBILITY  REQUIREMENTS  FOR   THE  MEDICALLY  NEEDY 

0     permit  States   to  provide  medically  needy  coverage  for 
only  selected  categories 

0     eliminate  the  maximum  on  medically  needy  levels    (133% 
of  the  highest  amount  paid  for  AFDC)  ,   and  retain 
current  regulations  on  minimum  levels 

0     permit  States   to  set  gross  income  maximums  on 
medically  needy  levels 

0     permit  States   to  recognize  special   needs  in  determining 
eligibility  for  the  medically  needy  program 

0     permit  States  to  establish  additional   conditions  of 
eligibility  should  they  so  choose 


Summary  of  Problem 

States  find  it  difficult  to  implement  some  of  the  current 
Federal  requirements  of  eligibility  for  the  medically  needy  and, 
therefore,  would  like  greater  flexibility  in  these  problem  areas. 

Federal  regulations  are  very  restrictive  regarding  the  scope 
of  medically  needy  coverage.   Either  States  can  provide  medically 
needy  coverage  to  all  categories  of  recipients,  or  they  can  provide 
no  medically  needy  coverage  at  all.   Because  of  fiscal  constraints, 
some  States  are  unable  to  provide  medically  needy  coverage  to  all 
categories  of  recipients  but  have  indicated  that  they  might  be  will- 
ing to  provide  medically  needy  coverage  to  some  categories  if 
the  all-or-nothing  restriction  were  lifted. 

Further,  the  medically  needy  level  maximum  is  set  at  133  1/3% 
of  the  highest  AFDC  amount  paid.   This  maximum  causes  problems  in 
those  States  in  which  133  1/3%  of  the  AFDC  level  is  lower  than  the 
adult  cash  payment  levels.   In  those  States,  medically  needy  adults 
must  spend-down  to  below  the  SSI  cash  levels.   Inequities,  distorted 
work  incentives,  and  administrative  burdens  result. 

A  third  problem  results  from  the  fact  that  some  States  feel 
that  currently-mandated  disregards  are  too  liberal,  particularly 
the  AFDC  disregards  of  earned  income  and  work  expenses.   As  a  result 
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of  these  disregards,  families  with  relatively  high  incomes  are  able 
to  qualify  for  assistance. 

A  fourth  problem  involves  special  needs.   In  particular,  offi- 
cials in  States  which  consider  special  needs  in  determining  categor- 
ical eligibility  for  AFDC  feel  that  it  is  unfair  that  Federal  regu- 
lations preclude  similar  treatment  for  the  medically  needy. 

Finally,  some  States  feel  that  certain  Medicaid  eligibility 
requirements  are  too  liberal  and  would  like  the  flexibility  to  impose 
stricter  requirements.   In  particular,  some  States  would  like  to 
impose  a  transfer  of  assets  prohibition  and/or  use  current  medical 
need  as  a  condition  of  eligibility  for  medically  needy  recipients. 
Some  States  also  would  like  to  require  enrollment  in  Medicare  Part  B 
for  medically  needy  applicants  because  they  feel  that  such  enroll- 
ment is  cost-effective  for  Medicaid  recipients.* 

Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

+/- 

+ 

+ 

This  reform  would  permit  States  to  provide  medically  needy  cov- 
erage for  only  selected  categories  of  recipients,  to  eliminate  the 
133%  of  AFDC  payment  maximum,  to  impose  gross  income  maximums  on 
medically  needy  levels,  to  recognize  special  needs  in  eligibility 
determination  for  the  medically  needy  cases,  to  impose  a  transfer 
of  assets  prohibition,  and  to  require  current  medical  need  and 
enrollment  in  Medicare  Part  B  as  conditions  of  eligibility. 

The  greatest  advantage  of  this  reform  would  probably  be  its 
potential  for  savings  to  the  States.  Impacts  in  terms  of  equity 
and  incentives  would  depend  on  what  decisions  States  make.   Clearly, 


♦Chapter  3,  pps .  8-10,  13-19,  42-43,  76,  101,  115;  Chapter  4, 
pps.  23-24,  93-94,  96. 
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horizontal  inequities  due  to  interstate  differences  in  eligibility 
criteria  would  be  increased.   Administrative  impacts  are  mixed,  but 
it  seems  likely  States  would  not  opt  to  make  eligibility  even  more 
complex. 

Allowing  States  to  provide  medically  needy  coverage  only  to 
certain  categories  of  recipients  might  improve  the  target  efficiency 
of  Medicaid  within  certain  States  by  letting  those  who  are  closer  to 
the  recipient,  i.e.,  the  States,  decide  who  should  receive  assis- 
tance.  However,  improvements  in  target  efficiency  would  depend 
entirely  on  the  particular  choices  States  would  make. 

Elimination  of  the  133%  of  AFDC  payment  level  maximum  would 
improve  the  equity  of  the  program  by  ensuring  that  those  whose  income 
makes  them  ineligible  for  cash  assistance  would  never  be  required 
to  spend  down  to  below  the  cash  assistance  level.   This  change 
would  contribute  to  an  increased  work  incentive  in  States  with 
"negative  bands"  where  this  problem  now  arises. 

Permitting  States  to  set  a  gross  income  maximum  on  medically 
needy  eligibility  would  result  in  increased  target  efficiency  if 
this  reform  caused  States  to  expand  rather  than  contract  their  medi- 
cal programs.   If  the  reform  caused  States  to  begin  covering  the 
medically  needy  where  they  previously  did  not  have  a  medically  needy 
program,  then  overall  target  efficiency  and  equity  would  be  in- 
creased.  If,  on  the  other  hand,  some  States  began  cutting  back 
their  medically  needy  programs  as  a  result  of  this  reform,  overall 
equity  would  be  reduced.   Given  current  patterns  in  State  Medicaid 
program  cutbacks,  it  seems  more  likely  that  the  latter  situation 
would  occur. 

Permitting  States  to  recognize  special  needs  in  determining 
eligibility  for  the  medically  needy  would  result  in  greater  equity 
and  target  efficiency.   Permitting  States  to  impose  additional  con- 
ditions of  eligibility  would  result  in  increased  target  efficiency. 

Some  of  the  components  of  this  reform  could  have  a  positive 
impact  upon  the  ease  of  administration  of  the  Medicaid  program,  as- 
suming States  would  be  likely  to  develop  policies  to  their  own 
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advantage .   This  would  hold  true  for  permitting  States  both  to  com- 
pare gross  income  against  a  given  standard  and  to  eliminate  the 
133%  of  the  highest  AFDC  payment  maximum.   Other  aspects  of  the 
reform  package  would  add  to  the  complexity  of  program  administra- 
tion:  calculating  special  needs  in  eligibility  determination  and 
considering  additional  eligibility  criteria  would  add  to  the  cur- 
rent workload  of  local  welfare  office  staff. 

It  does  seem  likely  that  there  would  be  some  increase  in  State 
compliance  with  Federal  regulations  if  States  were  provided  with 
more  flexibility  in  the  medically  needy  program. 
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D.2   Spend- down 


STATES  SHOULD  BE  ALLOWED  MORE  FLEXIBILITY  IN 
ADMINISTERING  SPECIFIC  ELEMENTS  OF  SPEND-DOWN 

allow  States   to  require   that  the  spend-down  liability 
be  paid  before  granting  Medicaid  eligibility 

permit  States   to  set   up  spend-down   collection  accounts 

provide  States  full   discretion  as    to  which  expenses 
can  be  counted  toward  spend- down  beyond  Medicaid- 
covered  services 


Summary  of  Problem 

Spend-down  was  perhaps  the  single  greatest  problem  area  cited 
by  State  officials  in  the  study.   The  current  program  is  poorly 
understood  and  misinterpreted  by  many  eligibility  workers;  it 
rewards  those  who  do  not  pay  their  bills;  it  provides  no  incentive 
for  recipients  to  actually  pay  incurred  bills;  and  it  results  in  ad- 
ministrative confusion  in  attempting  to  determine  which  bills  have 
been  incurred  to  establish  the  spend-down  (and  hence  do  not  have 
to  be  paid  by  the  State)  and  which  ones  the  State  is  responsi- 
ble for.   Many  recipients  find  the  incurment  provision  to  be  bur- 
densome because  providers  refuse  to  give  them  credit;  thus,  they 
cannot  incur  expenses. 

Another  set  of  problems  involving  the  spend-down  program 
involves  the  confusion  over  what  kinds  of  medical  expenses  are 
countable  toward  the  spend-down  liability,  and  the  order  in  which 
such  expenses  should  be  counted.   Current  Federal  regulations  in 
this  regard  have  left  uncertainty  in  the  minds  of  some  State 
officials  as  to  the  Federal  intent;  the  prioritization  of  spend- 
down  expenses  is  simply  unadministerable.* 


►Chapter  3,  pp.  19-27,  115-117;  Chapter  4,  pp.  15-22,  92-93, 
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Analysis   of  the   Reform 


IMPACTS 

Equity 

Incentives 

Administration 

+ 

+ 

+ 

This   reform  would  provide   States   the   flexibility   to  require 
that  the   spend-down   liability  be  paid    (rather  than  simply  incurred) , 
the   flexibility  to  set  up  spend-down  collection  accounts    (i.e., 
require   applicants  to  pay  the  spend-down  directly  to  the  State 
which  would  in  turn  pay   all  medical  bills) ,    and  the   freedom  to  de- 
fine  countable  medical  expenses   in  whatever  manner  they  wish. 

Adoption  of  these  options  would  result  in  a  major  simplifica- 
tion of  program  administration  and  would  eliminate   an  area  which  has 
caused  many  compliance  problems   in  the  past.      If  the  spend-down  were 
required  to  be  paid    (either  to  the  State  or  the  provider) ,   it  would 
be  much  easier  to  distinguish  between  bills  which  the  State  is   re- 
sponsible  for  and  those  which  the  recipient  is  responsible   for.      If 
the  State  would  develop  its   own  definition  of  countable  expenses 
and  its  own  procedures   for  determining  countable  expenses,    confusion 
among   local  eligibility  workers  would  be  eased.      Removing  these 
problems  would  in  turn  increase   the   likelihood  of  adherence   to  Fed- 
eral  standards. 

Mandating  payment  of  the  spend-down  liability  would  increase 
the  equity  of  the  program  by  eliminating  the   favored  treatment  of 
those   recipients  who  do  not  pay  their  bills.      This  change  would  also 
result   in   increased  equity   to  providers,    i.e.,    the   reform  would 
insure   that  the  providers  whose   services   counted  toward  the   spend- 
down  would  be   as   likely   to  be  paid  as   those  whose    services  were 
provided   after   the   spend-down   liability  had  been  incurred. 
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D.3  Income  Disregards 

STATES  SHOULD  BE  GIVEN  MORE   FLEXIBILITY  IN 
DETERMINING   WHAT  KINDS  OF  EARNED  AND  UNEARNED 
INCOME  SHOULD  BE   DISREGARDED  IN   DETERMINING 
FINANCIAL  ELIGIBILITY  FOR  MEDICAID 

0     permit  States  to  decide  for  themselves  whether  or  not 
to  continue   using  current   unearned  income  disregards 
for  Medicaid 

0  permit  States  to  alter  the  current  treatment  of  work- 
related  expenses  and  earned  income  for  AFDC  medically 
needy  cases 


Summary  of  Problem 

State  Medicaid  officials  have  indicated  that  they  feel  it  is 
both  unfair  and  difficult  to  administer  an  eligibility  system 
which  singles  out  a  large  number  of  very  specific  disregards  for 
certain  kinds  of  income,  but  which  provides  no  disregards  for 
other  closely  related  kinds  of  income .   In  the  first  place ,  the 
cash  assistance  programs  provide  a  large  number  of  disregards  of 
specific  types  of  unearned  income  which  are  very  inequitable  be- 
cause they  give  special  advantage  to  persons  receiving  these  types 
of  income.   Perhaps  the  most  notorious  of  these  disregards  is  the 
special  disregard  of  the  August  1972  Social  Security  cost-of-living 
increase  and  the  recently  passed  permanent  disregard  of  Social  Se- 
curity cost-of-living  increases.   Clearly,  these  disregards  provide 
special  treatment  to  OASDI  recipients  while  discriminating  against 
recipients  of  other  unearned  income  such  as  Veterans'  benefits, 
Railroad  Retirement,  and  Black  Lung. 

Providing  substantial  earned  income  disregards  for  cash  recip- 
ients (i.e.,  $30  plus  1/3  of  the  remainder  for  AFDC) ,  while  not 
providing  these  disregards  for  the  medically  needy,  is  seen  as  un- 
fairly penalizing  those  with  somewhat  higher  incomes .   Some  State 
administrators  feel  that  the  cash  assistance  earned  income  disre- 
gards, particularly  the  AFDC  $30  and  1/3  disregard,  are  too  liberal, 
allowing  families  on  welfare  to  have  relatively  high  incomes,  while 
not  necessarily  serving  as  an  effective  work  incentive. 
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Disregards  of  work-related  expenses   are   also  a  problem.      The 
current  AFDC  system  of  calculating  work- related  expenses  on  an 
itemized  basis   is    considered  to  be   inequitable  because   some   eligi- 
bility workers   interpret   the   concept  of   "work-related  expenses" 
much   more  broadly   than  others.      Itemizing  work-related  expenses   is 
also   considered  to  be   administratively  burdensome.       (Some   States 
have   instituted  flat  work-related  expense  disregards,   but  these 
States   are   still   required  to   allow   the   recipient  to  itemize  his/her 
expenses    if  the   recipient  provides   documentation.)* 

Analysis   of  the    Reform 


IMPACTS 

Equity 

Incentives 

Administration 

+ 

+ 

+ 

First,    this   reform  allows  States  the  option  of  eliminating 
special  unearned  income  disregards.      Second,   it  gives   States   the 
flexibility  to  modify  the  existing  work  expenses   disregard  for  AFDC 
recipients    (within  certain  Federal  guidelines).      Thirdly,   it  gives 
the   States    freedom  to  develop  their  own  earned  income   disregards 
for  AFDC   recipients. 

The  reform  would  contribute  to  increased  equity,  improved  work 
incentives,  and  increased  simplicity  of  administration  of  the  Medi- 
caid program.  Efforts  to  cut  back  on  existing  unearned  income  dis- 
regards would  have  the  effect  both  of  reducing  the  total  number  of 
program  eligibles  and  of  increasing  recipient  liability  for  medical 
expenses.  This  change  would,  therefore,  result  in  cost  savings. 
Adding  earned   income   disregards  would  have   the  opposite   effect. 

Since    the   current  unearned  income   disregards   apply   to  only   cer- 
tain kinds   of   income,    eliminating  them  would  contribute   to  greater 
equity;    all   individuals  with  equal   amounts  of  unearned  income    (no 


*Chapter    3,    pp.    28-41,    116-117;    Chapter   4,    pp.    27-29,    94, 
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matter  what  the  sources)  would  be  treated  alike.   Cutting  back  on 
the  current  earned  income  disregards  would  eliminate  certain  high 
income  recipients  and  thus  would  contribute  to  increased  target 
efficiency.   Reducing  the  number  of  specialized  disregards  would 
also  increase  the  administrative  simplicity  of  the  program.   How- 
ever, if  States  maintained  certain  disregards  for  recipients  of 
AFDC  and  SSI,  eliminating  them  for  the  Medicaid  program  would  make 
inter-program  coordination  more  difficult. 

Allowing  States  to  impose  a  flat  disregard  for  work-related 
expenses  for  the  medically  needy  would  simplify  the  administration 
of  the  program.   The  equity  and  incentive  effects  are  more  problem- 
atic.  The  equity  of  such  a  change  would  depend  upon  whether  or  not 
a  flat  rate  could  be  set  which  helps  as  many  people  as  it  hurts. 

Permitting  States  to  use  a  modified  AFDC  earned  income 
disregard  for  the  medically  needy  would  increase  the  vertical 
equity  of  the  program  by  eliminating  a  disregard  which  helps  only 
the  lower  income  recipient,  i.e.,  the  cash  recipient.   This  reform 
would  also  provide  a  major  increase  in  the  work  incentive  for  the 
medically  needy  by  permitting  them  to  earn  considerably  more  money 
without  losing  their  benefits.   Adding  any  disregard  would,  however, 
contribute  to  increased  complexity  in  program  administration.   If 
the  AFDC  earned  income  disregard  were  not  also  changed  to  impose 
time  or  money  limits,  imposing  a  limited  $30  and  1/3  rule  on  medi- 
cally needy  cases  might  be  seen  as  complicating  coordination  among 
programs . 
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D.4  Other  Financial  Criteria  Affecting  the  Institutionalized 

STATES  SHOULD  BE  GIVEN  MORE  FLEXIBILITY  TO  SET 
FINANCIAL  STANDARDS   FOR- MEDICAID  COVERAGE 
WHICH  AFFECT   THE  INSTITUTIONALIZED 

•  eliminate   the  "Medicaid  cap"   for  adult   categorically 
needy  recipients    (i.e.,    the  300%  of  SSI  limit  on  gross 
income)    and,   in  its  place,    require  only   that  gross 
income  be  less   than  total   medical    (at  Medicaid  cost- 
related  reimbursement  rates)    and  maintenance  costs 
(including  maintenance  of  the  home) 

0     eliminate   the  requirement   that   the  personal   needs  allow- 
ance must  be  at  least  $25.00  and  allow  States   to  vary 
the  allowance  according  to  actual   personal   needs 


Summary  of  Problem 

There  are  two  problems  with  the  current  Medicaid  eligibility 
provisions  which  pertain  primarily  to  the  special  case  of  insti- 
tutionalized clients.   The  first  of  these  arises  in  States  with 
only  a  categorically  needy  Medicaid  program.   Such  States  have 
the  right  to  establish  separate  income  levels  for  the  institu- 
tionalized, but  current  regulations  (45  CFR  248.2)  prohibit 
States  from  setting  gross  income  standards  which  exceed  300%  of 
the  SSI  payment  standard. 

Although  some  States  set  their  institutionalized  eligibility 
levels  below  the  Federal  maximum,  the  Federal  maximum  is  neverthe- 
less inequitable  and  administratively  difficult.   The  maximum  is 
inequitable  because  it  excludes  people  from  receiving  nursing  home 
coverage  (those  with  monthly  incomes  above  $5  33.40) ,  even  though 
these  individuals  do  not  have  enough  income  to  purchase  required 
care.   (Nursing  home  care  may  cost  considerably  more  than  this.) 
Meanwhile,  Medicaid  will  pay  the  full  difference  of  nursing  home 
costs  for  individuals  whose  incomes  are  below  $533.40.   Therefore, 
the  person  with  higher  income  is  excluded  from  coverage  even  though 
(s)he  is  unable  to  afford  it.   The  income  maximum  is  also  adminis- 
tratively difficult  because  States  that  choose  to  cover  individuals 
above  the  maximum  must  take  care  not  to  collect  Federal  matching  for 
these  cases. 

6-140 


The  second  problem  with  Federal  eligibility  requirements  for 
the  institutionalized  involves  the  regulation  that  institutionalized 
recipients  have  personal  needs  allowances  of  no  less  than  $25.00. 
Some  State  Medicaid  officials  believe  that  this  is  excessively  high 
for  certain  types  of  patients,  e.g.,  those  who  are  totally  bedfast 
and/or  incompetent  to  handle  their  funds.   In  their  experience,  the 
personal  needs  allowance  funds  for  such  patients  accumulate,  pro- 
viding an  incentive  for  provider  fraud  and/or  accumulation  of  ex- 
cessive resources  by  patients.* 

Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

+ 

+ 

+/- 

This  reform  would  eliminate  the  300%  of  SSI  "Medicaid 
cap"  on  gross  income,  and  would  allow  States  to  vary  the  personal 
needs  allowance  by  patient  type  and  patient  need.   In  general, 
the  reform  would  provide  increased  equity  and  incentives  at  the 
cost  of  increased  administrative  complexity.   But  since  the  reform 
presents  options  to  States,  they  can  decide  for  themselves  if  they 
consider  the  trade-off  to  be  worthwhile. 

The  elimination  of  the  Medicaid  cap  would  allow  States  to 
provide  Medicaid  coverage  to  those  with  higher  incomes  and  higher 
expenses,  thereby  contributing  to  both  greater  equity  and  more  tar- 
get efficiency.   Also,  it  would  provide  a  minor  simplification  of 
the  administration  of  the  program  by  eliminating  one  step  in  eli- 
gibility calculation:   comparing  gross  income  against  the  "Medicaid 
cap."   The  reform  would  add  to  the  total  number  of  eligibles  and 
hence  contribute  to  higher  costs. 


♦Chapter  3,  pps.  10,  71-74;  Chapter  4,  pps.  54-56. 
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Allowing  States  to  vary  the  personal  needs  allowances  of  the 
institutionalized  according  to  need  would  result  in  cost  savings 
because  it  would  permit  applying  some  money  now  assigned  to  per- 
sonal needs  to  the  costs  of  medical  care.   On  the  other  hand,  it 
would  complicate  administration  of  the  program  somewhat  by  intro- 
ducing another  set  of  judgments,  forms,  and  so  forth  for  workers. 
Assuming  that  the  personal  needs  allowances  were  calculated  fairly, 
the  reform  would  neither  detract  from  the  equity  of  the  program, 
nor  significantly  affect  work  incentives  or  the  incentive  to  insti- 
tutionalize . 
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D.5  Medicaid  Eligibility  for  SSI  Recipients 

CHANGES  SHOULD  BE   INSTITUTED  IN   THE  OPTIONS  AVAILABLE 
TO  STATES  FOR  COVERAGE  OF  SSI  RECIPIENTS 
IN  ORDER   TO  PROVIDE  GREATER   FLEXIBILITY 

m     repeal   209(b)    and  allow  States  at   their  option  to 
establish   for  Medicaid  any   criteria  more  restrictive 
than  SSI  for   the  aged,   blind,    and  disabled 


Summary  of  Problem 

States  are  currently  provided  three  options  with  respect  to 
Medicaid  coverage  for  the  aged,  blind,  and  disabled.   States  can 
adopt  SSI  eligibility  criteria  and  have  the  Federal  government 
determine  Medicaid  eligibility  at  the  same  time  as  SSI  eligibility 
(i.e.,  adopt  a  1634  agreement);  they  can  adopt  SSI  criteria  but  re- 
tain responsibility  for  determining  whether  or  not  applicants  meet 
these  criteria  (i.e.,  become  Title  XVI  States);  or  they  can  use 
more  restrictive  criteria,  adopt  a  spend-down  for  the  adult  cate- 
gories, and  disregard  SSI  income  (i.e.,  become  209(b)  States). 

States  have  found  disadvantages  with  all  of  these  options. 
While  many  States  like  the  cost  advantage  of  Federal  administration 
of  Medicaid  eligibility  determination,  they  oppose  one  or  two  spe- 
cific SSI  eligibiltiy  requirements.   In  particular,  many  State 
officials  oppose  the  absence  of  a  transfer  of  assets  prohibition  as 
well  as  the  limits  upon  relatives'  responsibility  in  the  SSI  program. 
Yet  according  to  current  policy,  the  only  way  a  State  can  include 
such  restrictions  is  by  becoming  a  209(b)  State,  and  thereby  taking 
on  the  mandatory  spend-down  and  disregard  of  SSI  income.   In  other 
words,  many  States  are  currently  restricted  to  picking  the  least 
undesirable  option,  rather  than  adopting  an  option  that  they  most 
prefer.* 


♦Chapter  3,  pp.  67-74,  98-101,  114,  117;  Chapter  4,  pp.  39-52, 
95-96. 

6-143 


Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

? 

+ 

+ 

This  reform  responds  to  the  above-listed  objections  to  SSI 
policy  by  giving  States  considerable  discretion  to  modify  the  cri- 
teria for  Medicaid  eligibility  of  the  aged,  blind,  and  disabled. 
With  this  reform,  States  could  use  any  more  restrictive  criteria 
for  Medicaid  eligibility  for  the  aged,  blind,  and  disabled  which 
they  wished.   Furthermore,  States  choosing  this  option  could  rely 
on  the  SDX  for  verification  of  selected  data.   The  requirements  of 
using  January  1972  standards,  mandating  spend-down,  and  disregarding 
SSI  income  associated  with  the  current  209(b)  option  would  be  elim- 
inated.  Essentially,  States  would  either  be  1634  States  or  non- 
1634  States.   A  non-1634  State  could  continue  to  use  SSI  criteria 
for  Medicaid  if  it  wished,  but  require  a  separate  application. 

The  primary  impact  of  this  change  would  be  to  provide  States 
with  what  they  consider  to  be  the  necessary  flexibility  in  setting 
relevant  eligibility  requirements  for  the  aged,  blind,  and  disabled 
without  the  current  onerous  administrative  requirements  associated 
with  the  209(b)  option.   Also,  they  could  use  the  SDX  without  fear 
of  fiscal  liability.   As  such,  States  would  perceive  it  as  contri- 
buting to  the  greater  administrative  efficiency  of  the  program. 
On  the  other  hand,  by  offering  the  States  such  leeway,  the  reform 
would  complicate  the  task  of  Federal  monitoring  of  States  and  might 
contribute  to  a  decline  in  adherence  to  Federal  standards. 

Given  the  fact  that  the  current  SSI  provisions  for  relatives ' 
responsibility  act  as  an  incentive  to  institutionalization,  provid- 
ing States  the  option  of  modifying  these  requirements  would  result 
in  strengthening  the  incentive  to  deinstitutionalize. 

The  equity  implications  of  the  reform  are  somewhat  problematic. 
From  the  national  perspective,  giving  States  flexibility  with  regard 
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to  coverage   of   SSI-related   cases  would  decrease   equity  by   resulting 
in   greater  State-to-State   differences   in   the   treatment  of  specific 
kinds   of   cases. 
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D.6   Adult  Medically  Needy  Coverage 

STATES   SHOULD   BE   PERMITTED   TO   PROVIDE  MEDICALLY 
NEEDY   COVERAGE    TO   CERTAIN  AGED,    BLIND,    AND  DISABLED 
PERSONS  NOT  ELIGIBLE  BECAUSE  OF  SSI   CATEGORICAL  CRITERIA 

m      permit  States   to  provide  coverage  for   "essential   persons" 

•  permit  States   to   use  a  more  liberal    disability  definition 
for  Medicaid  coverage 


Summary  of  Problem 

Many  State  officials  are  opposed  both  to  the  absence  of  an 
"essential  person"  provision  in  the  SSI  program  and  to  the  restric- 
tiveness  of  the  SSI  disability  definition.   They  object  to  not 
being  able  to  cover  under  Medicaid  persons  who  provide  essential 
care  to  an  adult  Medicaid  recipient  when  such  care  may  in  fact  be 
preventing  institutionalization. 

State  objections  to  SSI's  disability  definition  are  numerous. 
They  do  not  agree  with  the  twelve  month  disability  requirement,  the 
lack  of  a  consideration  of  an  applicant's  psychosocial  history,  or 
the  arbitrary  income  level  of  $200  per  month  for  substantial  gain- 
ful activity,  to  name  a  few  of  their  most  frequent  criticisms. 
States  feel  that,  at  a  minimum,  there  ought  to  be  different  cri- 
teria for  medical  assistance,  even  if  the  cash  assistance  criteria 
remain  unchanged.  ' 

Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

7 

+ 

0 

This  reform  allows  States  to  modify  the  current  provisions  for 
medically  needy  eligibility  of  the  aged,  blind,  and  disabled. 


'Chapter  3,  pp.  16-19,  5  3-6  3;  Chapter  4,  pp.  53,  97, 
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States  would  be  able  to  cover  "essential"  persons  and  certain  dis- 
abled not  fully  meeting  SSI's  disability  definition  but  who  are  in 
obvious  need  of  medical  care. 

If  one  agrees  that  the  current  SSI  disability  criteria  are 
unnecessarily  restrictive,  allowing  States  to  provide  Medicaid  cov- 
erage for  those  who  are  less  severely  disabled  would  increase  the 
target  efficiency  of  the  program;  greater  numbers  of  needy  individ- 
uals would  be  included.   Again,  however,  the  reform  would  decrease 
equity  on  a  national  level  by  promoting  a  situation  in  which  in- 
dividuals with  less  severe  disabilities  would  receive  Medicaid  in 
some  States  but  not  in  others. 

The  coverage  of  "essential  persons"  could  assist  States  in 
preventing  unnecessary  institutionalization;  however,  this  also 
would  contribute  to  greater  interstate  differences.   Neither  reform 
would  particularly  affect  program  administration. 
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D. 7   Specific  Medicaid  Eligibility  Policies 

STATES   SHOULD  BE   ABLE   TO  MODIFY   OTHER  SPECIFIC 
MEDICAID  ELIGIBILITY  PROVISIONS  WHEN,    IN   THEIR 
JUDGMENT,    THESE  REVISIONS  WOULD  IMPROVE 
THE  PROGRAM  IN  THEIR  JURISDICTION 

0  permit  States  to  set  their  own  eligibility  requirements 
and  monitoring  procedures   for  extended  coverage 

0  permit  States  to  set  their  own  eligibility  requirements 
for  retroactive  coverage 

0  permit  States  to  provide  Federally -matched  Medicaid  for 
whatever  groups  of  low-income  children  they  wish,  e.g., 
all   children   under  a  certain  age 


Summary  of  Problem 

State  Medicaid  officials  have  indicated  that  three  provisions 
of  Medicaid  legislation  and  regulations  are  either  particularly 
inequitable,  extremely  difficult  to  administer,  or  both.   The  vary- 
ing extended  Mediciad  coverage  provisions  are  one  source  of  frequent 
complaints.   Extended  Medicaid  coverage  can  be  provided  to  individ- 
uals who  have  overcome  conditions  of  categorical  relatedness  for  a 
variety  of  time  periods,  including  two  months  for  AFDC  families 
overcoming  a  condition  of  eligibility,  and  four  months  for  AFDC  fam- 
ilies who  have  become  ineligible  due  to  increased  wages.   SSI- 
related  cases  overcoming  a  disability  get  Medicaid  and  SSI  for  a 
nine  month  trial  work  period,  while  aged  and  blind  SSI  recipients 
have  no  type  of  extended  coverage.   Monitoring  adherence  to  the 
conditions  for  these  extended  coverages  is  not  always  simple;  it  is 
complicated  especially  by  the  different  time  periods.   The  differ- 
ences are  also  perceived  to  be  inequitable. 

Retroactive  coverage  is  a  second  source  of  concern.   The  cur- 
rent provisions  for  three  months  retroactive  Medicaid  coverage 
cause  inequities  because  eligibles  frequently  are  not  informed 
about  this  provision.   Retroactive  coverage  also  causes  adminis- 
trative burdens  upon  caseworkers  who  must  make  up  to  four  separate 
eligibility  determinations  for  each  case  involving  retroactive  cov- 
erage. 
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A  third  area  of  concern  relates  to  current  Medicaid  provisions 
for  covering  children.   Beyond  children  in  AFDC- related  cases, 
Medicaid  permits  States  to  provide  medical  coverage  to  all  needy 
children  under  twenty-one  or  to  certain  "reasonable  categories"  of 
such  children.   But  this  provision  has  been  interpreted  very  re- 
strictively  by  HEW.   States  are  not  now  free,  for  example,  to  pro- 
vide such  coverage  to  all  needy  children  under  the  age  of  eighteen. 
Many  State  officials  feel  they  should  have  the  flexibility  to  define 
"reasonable  categories"  for  themselves.* 

Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

? 

0 

+ 

This  reform  would  give  States  flexibility  to  develop  their  own 
eligibility  policies  involving: 

•  extended  coverage , 

•  retroactive  coverage ,  and 

•  coverage  of  needy  children  under  twenty-one. 

The  impact  of  this  reform  upon  equity  issues  depends  on  what 
States  choose  to  do.   From  the  State  point  of  view,  the  reform  pro- 
vides them  the  flexibility  to  provide  benefits  for  those  whom  they 
feel  are  the  most  needy,  i.e.  ,  the  freedom  to  increase  target  effici- 
ency.  On  the  other  hand,  if  one  assumes  that  the  need  to  cover  in- 
dividuals in  specific  categories  is  the  same  throughout  the  United 
States ,  reforms  which  provide  States  with  flexibility  result  in 
decreased  equity;  like  cases  would  be  treated  less  equally  than  they 
are  now. 


♦Chapter  3,  pp.  48-5  2,  78-83,  116;  Chapter  4,  pp.  24-26, 
38-39,  93. 
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As  is  the  case  with  all  reforms  in  this  package,  this  reform 
would  contribute  to  greater  administrative  efficiency  at  the  State 
level  by  allowing  States  to  revise  policies  as  they  see  fit.   How- 
ever, allowances  for  greater  flexibility  would  be  made  at  the  ex- 
pense of  less  uniformity  across  States  and  would  make  the  job  of 
Federal  monitors  more  complex. 
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D.8  Data  Systems  and  Quality  Control 

HEW  SHOULD  PROVIDE  STATES  WITH  INCREASED  FLEXIBILITY   TO 

COLLECT  AND  ANALYZE  PROGRAM  DATA  AND   TO  CONDUCT 

QUALITY  CONTROL  ACTIVITIES  AS   THEY  FEEL  APPROPRIATE 

0     permit  States   to  develop  and  implement  MMIS  or  any 
parts  of  it  in  an  incremental   fashion 

m     permit  States  with  consistently  low  MEQC  rates   to  reduce 
the  size  of  their  sample  and/or  to  sample  less   frequently 
within  Federally  set  limits  and/or  to  use  error  prone 
profiles  for  their  MEQC  sample 

•  increase   the  administrative   matching  rate   to 
States  with   good  MEQC  results 


Summary  of  Problem 

HEW  currently  provides  a  ninety  percent  match  for  system  de- 
velopment costs  to  States  which  agree  to  develop  a  complete  Medi- 
caid Management  Information  System  (MMIS),  including  all  modules, 
according  to  strict  Federal  specifications.  Some  State  officials 
feel  that  certain  modules  are  far  more  useful  than  others  and  would 
like  to  receive  ninety  percent  Federal  matching  for  developing 
certain  modules  without  committing  themselves  to  the  entire  MMIS. 

In  addition  to  this,  many  State  officials  feel  that  the  cur- 
rently implemented  Medicaid  Eligibility  Quality  Control  (MEQC)  sys- 
tem is  seriously  deficient  in  several  ways.   Many  feel  that  it  would 
be  more  useful  to  focus  upon  program  enrollees  rather  than  on  paid 
claims.   Some  officials  feel  that  the  required  sample  sizes  are  too 
small  to  generalize  about  the  causes  of  error.   Other  officials, 
however,  feel  that  their  programs  are  demonstrably  accurate,  and 
feel  they  should  have  the  freedom  to  reduce  the  size  and/or  fre- 
quency of  MEQC  sampling  in  recognition  of  this  fact.   States  also 
feel  there  should  be  some  incentive  or  reward  for  good  MEQC  perform- 
ance .  * 


♦Chapter  4,  pp.  83-99,  117-129. 
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Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

0 

0 

++ 

This  reform  would  permit  States  to  develop  and  implement  MMIS 
or  any  parts  of  it  in  an  incremental  fashion  and  would  permit 
States  with  consistently  low  MEQC  rates  to  reduce  the  size  of  their 
samples  somewhat  or  to  sample  less  frequently.   States  with  good 
MEQC  results  would  receive  a  higher  administrative  match  from  the 
Federal  government.   The  major  impact  of  the  reform  would  be  to 
give  States  the  flexibility  to  take  actions  which  they  believe  will 
improve  the  administrative  efficiency  of  the  Medicaid  program. 
Providing  States  with  funding  for  parts  of  the  overall  MMIS  system 
would  allow  States  to  determine  priorities  for  themselves  in  this 
area,  and  permit  them  to  make  modifications  in  some  modules  without 
sacrificing  the  higher  Federal  matching  rate. 

Similarly,  if  States  were  given  increased  flexibility  to  alter 
the  size  of  their  MEQC  samples  (within  certain  Federal  limits) , 
States  would  have  greater  freedom  to  deploy  their  administrative 
forces  in  the  manner  which  they  feel  is  most  productive. 

Presumably,  improvements  made  in  the  information  and  quality 
control  systems  would  help  to  improve  the  overall  administration  of 
the  program.   Over  the  long  run,  such  improvements  would  contribute 
to  adherence  to  Federal  standards,  and  thus  to  somewhat  more  equity 
as  the  number  of  inappropriate  rejections  for  applicants  declines. 
But  these  advantages  are  distinctly  subsidiary  in  nature  to  the 
general  efficiency  improvement  discussed  above. 
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SUMMARY  OF  IMPACTS  OF  PACKAGE  D — 
MINOR  STATE  FLEXIBILITY  REFORM 


Impacts 

Equity 

Incentives 

Administration 

1.  Medically  Needy 
Eligibility 

2 .  Spend- down 

3.  Income  Disregards 

4.  Other  Financial  Criteria 
Affecting  the  Institu- 
tionalized 

5.  Medicaid  Eligibility  for 
SSI  Recipients 

6.  Adult  Medically  Needy 
Coverage 

7.  Specific  Medicaid 
Eligibility  Policies 

8.  Data  Systems  and 
Quality  Control 

+/- 

+ 
+ 

+ 
7 

•p 
0 

+ 

+ 
+ 

+ 

+ 
+ 
0 
0 

+ 

+ 
+ 

+/- 

+ 
0 
+ 
++ 

The  reforms  in  this  package  would,  in  general,  increase  the 
target  efficiency  of  the  program  from  the  point  of  view  of  State 
officials  but  result  in  greater  differences  in  treatment  of  individ- 
uals from  State  to  State.   Thus,  they  would  represent  a  decrease  in 
equity  from  a  national  point  of  view.   The  reforms  would  also 
enable  States  to  make  changes  which  would  increase  the  work  incen- 
tives associated  with  the  program. 

Above  all,  however,  the  reforms  are  expected  to  contribute  to 
target  efficiency  and  the  ease  of  administration  of  the  Medicaid 
program  within  individual  States.   The  proliferation  of  changes 
within  the  States  would,  however,  complicate  the  task  of  Federal 
monitoring  as  well  as  complicate  the  task  of  inter-program  coordi- 
nation within  States. 
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E.   MAJOR  STATE  FLEXIBILITY  FOR  MEDICAID 

This  package  of  reforms  provides  major  flexibility  to  States 
in  establishing  Medicaid  eligibility  requirements  and  thus  repre- 
sents a  radical  departure  from  the  current  thrust  of  Medicaid  policy. 
Instead  of  requiring  States  to  model  their  programs  according  to 
criteria  established  by  the  Federal  government,  States  would  be  free 
to  provide  Medicaid  eligibility  beyond  the  cash  assistance  popula- 
tion however  they  wished.   States  would  be  required  to  automatically 
cover  all  cash  assistance  recipients  under  Medicaid  and  would  have 
unlimited  Federal  matching  funds  for  this  effort.  With  the  medically 
needy  and  all  other  non-cash  assistance  groups,  however,  there  would 
be  a  fixed  amount  of  Federal  funds  available  to  each  State  (derived 
from  a  formula  involving  the  number  of  poor  people  in  a  State  and 
the  State's  current  non- categorically  needy  Medicaid  expenditures) 
for  Medicaid  matching  purposes.   This  approach  is  somewhat  similar 
to  that  employed  in  the  current  Title  XX  Social  Service  program.   It 
would  not  be  a  "block  grant"  approach  because  matching  would  still 
be  involved. 

The  primary  assumptions  upon  which  a  package  such  as  this  is 
based  include  the  following: 

•  A  State  is  in  a  better  position  to  judge  which  of  its 
people  most  need  medical  coverage  than  is  the  Federal 
government. 

•  States  would  be  more  likely  to  extend  medical  coverage 
beyond  the  recipients  of  cash  programs  if  they  had 
complete  control  over  which  groups  of  people  would 
receive  this  coverage. 

•  States  are  in  the  best  position  to  develop  specific 
policies  for  administering  the  Medicaid  program  because 
they  operate  the  program. 

This  reform  package  provides  a  means  by  which  Medicaid  expen- 
ditures could  be  better  controlled.   Given  the  current  cost  con- 
straints facing  States  and  the  Federal  government,  the  issue  of 
cost  control  is  indeed  an  important  one. 
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The  issue  of  whether  or  not  States  should  be  able  to  vary  the 
benefit  package  for  the  Medicaid-only  population  has  not  been  ad- 
dressed in  this  reform  package,  because  benefit  coverage  is  clearly 
beyond  the  scope  of  this  project.   However,  this  issue  would  need  to 
be  addressed.   The  extent  of  benefits  provided  is  obviously  equally 
important  to  eligibility  criteria  in  controlling  costs. 

Serious  thought  would  have  to  be  given  to  how  the  ceiling  on 
available  Federal  funds  would  be  revised  each  year.   The  rate  of 
increase  in  medical  costs  has  been  tremendous  in  recent  years. 
Thus ,  some  means  would  need  to  be  devised  to  insure  that  this  ap- 
proach would  not  require  States  to  cut  back  their  overall  level  of 
effort  for  Medicaid  to  the  non-cash  assistance  population. 

With  such  a  broad  set  of  reforms,  no  specific  cost  estimates 
can  be  given.   But  the  simple  appeal  of  this  sort  of  approach  is 
that  it  puts  stronger  financial  pressure  on  States.   It  also  al- 
lows more  extensive  State  experimentation  with  methods  of  cost 
control  on  both  the  eligibility  and  the  payments  sides.   In  a 
health  system  where  no  one  has  succeeded  in  controlling  costs, 
such  experimentation  might  be  very  valuable . 
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E.       MAJOR  STATE   FLEXIBILITY   FOR  MEDICAID 


1.       CASH  ASSISTANCE   COVERAGE.      ALL   STATES   SHOULD  BE    REQUIRED   TO 

AUTOMATICALLY   EXTEND  MEDICAID  ELIGIBILITY   TO  ALL   CASH  ASSISTANCE 
RECIPIENTS. 

•  include  mandatory  coverage  for  all  persons  who  would  be 
eligible  for  cash  if  they  were  not  institutionalized 

•  continue  to  make  available  to  States   unlimited  Federal 
matching  funds  for  coverage  of  these  groups 


2.      MEDICAID  ONLY   COVERAGE.       STATES    SHOULD  HAVE   MAXIMUM  FLEXIBILITY 
FOR  ESTABLISHING  ELIGIBILITY   CRITERIA  TO  EXTEND  MEDICAID  ONLY 
TO  LOW- INCOME  PERSONS. 

•  eliminate  Federally-mandated  categorical  requirements 
for  Medicaid-only  coverage 

•  eliminate  Federally-mandated  income  levels  for  Medicaid- 
only  coverage 

•  eliminate  Federally-mandated  disregards  for  Medicaid-only 
coverage 

m     eliminate  Federally-mandated  spend-down  for  Medicaid-only 
coverage 

m     establish  a  ceiling  on  Federal  funds  available  for 
Medicaid  matching   to  each  State  for  coverage  of 
Medicaid-only  recipients 


3.       MEDICAID  ONLY  ADMINISTRATION.       STATES    SHOULD   DEVELOP   THEIR  OWN 
ADMINISTRATIVE   PROCEDURES   FOR  IMPLEMENTING  THE   MEDICAID"ONLY 
PROGRAM  WITHIN   BROAD   FEDERAL   GUIDELINES. 

•  require  States  to  submit  to  the  Federal  government  a 
State  plan  for  the  Medicaid-only  program  which  would 
specify  all  eligibility  criteria 

m     require  States  to  make  available  to  the  public  and  the 
Federal  government  a  manual  which  clearly  specifies  all 
administrative  procedures  for  eligibility  determination 

•  establish  certain  minimal  Federal   requirements  regarding 
fair  hearings ,  non-discrimination,    time  frames   for 
eligibility  determination,  public  information,   recipient 
rights,   and  the  like 
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FEDERAL   ROLE.       THE   FEDERAL   ROLE    SHOULD  LARGELY   BE    TO  MONITOR 
STATE   OPERATIONS. 

•     develop  criteria  for  State  plan  approval 

m     monitor  State  operations  to  insure  that  plans  are  being 
fully  implemented  and  equitably  administered 
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E.l  Cash  Assistance  Coverage 

ALL  STATES  SHOULD  BE  REQUIRED   TO  AUTOMATICALLY  EXTEND 
MEDICAID  ELIGIBILITY  TO  ALL   CASH  ASSISTANCE  RECIPIENTS 

m     include  mandatory  coverage  for  all  persons  who  would  be 
eligible  for  cash  if  they  were  not  institutionalized 

*     continue   to  make  available   to  States   unlimited  Federal 
matching  funds  for  coverage  of  these  groups 


Summary  of  Problem 

States  by  law  must  extend  Medicaid  coverage  to  all  AFDC  recipi- 
ents; however,  States  are  currently  allowed  the  option  of  not  auto- 
matically extending  Medicaid  coverage  to  SSI  recipients  (the  209(b) 
option) .   Fifteen  States  use  different  Medicaid  eligibility  criteria 
for  the  aged,  blind,  and  disabled.   As  a  result,  in  some  States 
adults  eligible  for  cash  assistance  may  not  qualify  for  Medicaid. 
Given  the  stringency  of  the  eligibility  criteria  for  cash  assistance, 
it  seems  highly  unlikely  that  any  cash  assistance  recipient  would 
have  adequate  resources  to  cover  his/her  medical  needs.   Until  the 
conversion  to  SSI  in  1974,  States  were  required  to  provide  Medicaid 
coverage  to  the  entire  cash  assistance  population.   It  seems  unrea- 
sonable that  persons  receiving  cash  assistance  be  required  to  meet 
any  further  eligibility  test  for  Medicaid  purposes.   Furthermore, 
States  should  not  be  fiscally  constrained  in  meeting  the  medical 
needs  of  the  cash  assistance  population  because  this  population  is 
obviously  unable  to  pay  for  medical  services.* 


♦Chapter  3,  pp.  98-101. 
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Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Admini  st rat ion 

++ 

0 

++ 

States  would  be  required  to  automatically  extend  Medicaid  cover- 
age to  all  cash  assistance  recipients  and  to  persons  who  would  be 
eligible  for  cash  if  they  were  not  institutionalized,  without  any 
limitation  on  Federal  matching  funds.   States  would  not  be  allowed 
major  flexibility  in  managing  Medicaid  eligibility  at  the  expense 
of  cash  assistance  recipients.   Requiring  Medicaid  coverage  for  all 
cash  assistance  recipients  (including  those  eligible  but  not  re- 
ceiving because  of  institutionalization)  would  provide  for  a  return 
to  the  earlier  recognition  that  paying  for  medical  care  is  beyond 
the  means  of  people  on  welfare. 

The  major  impact  of  this  reform  would  be  to  promote  equity  and 
target  efficiency.   Medical  care  would  be  extended  to  those  recog- 
nized to  be  the  poorest  throughout  the  nation.   SSI  recipients  would 
not  be  differentially  eligible,  depending  on  where  they  live. 

This  reform  would  also  simplify  interprogram  coordination  and 
the  eligibility  process.   Medicaid  eligibility  for  cash-related 
recipients  would  be  straightforward  and  uniform  across  all  States. 
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E.2     Medicaid  Only  Coverage 

STATES  SHOULD  HAVE   MAXIMUM  FLEXIBILITY  FOR 
ESTABLISHING  ELIGIBILITY  CRITERIA   TO  EXTEND 
MEDICAID  ONLY  TO  LOW-INCOME  PERSONS 

0     eliminate  Federally-mandated  categorical   requirements 
for  Medicaid- only  coverage 

0     eliminate  Federally-mandated  income  levels   for  Medicaid- 
only  coverage 

0     eliminate  Federally-mandated  disregards  for  Medicaid-only 
coverage 

0     eliminate  Federally-mandated  spend-down  for  Medicaid-only 
coverage 

0     establish  a  ceiling  on  Federal   funds  available  for  Medicaid 
matching  for  each  State  for  coverage  of  Medicaid-only 
recipients 


Summary  of  Problem 

States  have  repeatedly  complained  about  the  many  constraints 
they   face   in  extending  Medicaid  coverage  to  the  non-cash  assistance 
population,   especially  the  medically  needy.      They  are    forced  to  cover 
some  people  whom  they  do  not  want  to  cover,  while  others  whom  they 
feel  are  in  greater  need  cannot  possibly  qualify  because  of  stringent 
Federal  regulations.      Equally  important,    States  with   very   limited  re- 
sources  feel  they   are   in  an  "all  or  nothing"   situation  with  regard 
to  the  medically  needy  program.      They  either  have   to  open  up  a 
"Pandora's  box"    of  Medicaid  coverage  or  have   nothing  beyond  coverage 
of  cash  assistance   recipients.      There   is  no  in-between  or  incre- 
mental  alternative.* 


♦Chapter   3,   pp.    9-10,    13-28,    34-35,    37-41,    47-63;    Chapter  4, 
pp.    15-24,    27-29,    98-100. 
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Analysis  of  the  Reform 
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This  group  of  reforms  is  designed  to  provide  States  with  maxi- 
mum flexibility  in  establishing  a  Medicaid-only  program,  given  a 
ceiling  on  Federal  funds.   Virtually  all  Federal  requirements  regard- 
ing Medicaid  coverage  of  the  non-cash  assistance  population  would  be 
eliminated,  and  States  would  be  left  with  total  flexibility  in  set- 
ting up  their  eligibility  requirements  and  coverage  groups  as  they 
wanted,  within  a  ceiling  of  Federal  funds  available  for  matching. 

It  is  difficult  to  predict  whether  the  overall  impact  of  this 
reform  would  be  positive  or  negative,  or  where  the  greatest  impact 
would  be .   Probably  the  greatest  impact  would  be  to  provide  the 
States  with  considerably  more  cost  control. 

Allowing  States  total  flexibility  with  Medicaid  coverage  of 
the  non-cash  assistance  population  could  result  in  greater  or 
lesser  equity  or  incentives;  it  would  be  entirely  dependent  on  what 
each  State  decided  to  do.   It  does  seem  likely,  at  least  from  the 
State  point  of  view,  that  target  efficiency  would  be  considerably 
enhanced  with  this  approach  since  States  would  explicitly  decide 
whom  they  felt  had  the  greatest  medical  need. 

It  seems  possible  that  this  reform  could  result  in  administra- 
tive improvements  since  States  presumably  could  greatly  simplify  the 
eligibility  requirements;  however,  given  the  inherent  flexibility, 
this  also  could  vary  among  States.   Experience  with  the  optional 
supplementation  program  for  SSI  has  shown  that  most  States  do  not 
establish  very  "different"  eligibility  criteria.   It  is  impossible 
to  predict  how  radically  States  would  depart  from  current  criteria. 
If  the  criteria  developed  were  in  fact  quite  different,  State  Medi- 
caid programs  might  become  more  difficult  to  coordinate  with  other 
transfer  programs.   State  and  SSA  workers  would  have  to  become 
familiar  with  yet  another  set  of  eligibility  criteria. 
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E.3  Medicaid- Only  Administration 

STATES  SHOULD  DEVELOP    THEIR  OWN  ADMINISTRATIVE 

PROCEDURES  FOR  IMPLEMENTING   THE  MEDICAID- 

ONLY  PROGRAM  WITHIN  BROAD  FEDERAL  GUIDELINES 

m  require  States  to  submit  to  the  Federal  government  a 
State  plan  for  the  Medicaid- only  program  which  would 
specify  all  eligibility  criteria 

m     require  States   to  make  available   to  the  public  and  the 
Federal   government  a  manual  which  clearly  specifies  all 
administrative  procedures  for  eligibility  determination 

•     establish  certain  minimal   Federal   requirements  regarding 
fair  hearings ,   non- discrimination ,    time  frames  for  eli- 
gibility determination,   public  information,   recipient 
rights,   and  the  like 


Summary  of  Problem 

States  feel  that  the  Federal  government  has  assumed  far  too 
much  responsibility  in  telling  them  how  to  administer  their  non-cash 
assistance  Medicaid  programs.   States  are  allowed  few  alternatives 
in  setting  up  their  eligibility  systems.   Administrative  procedures 
that  appear  in  the  regulations  to  be  general,  or  at  least  open  to 
interpretation,  are  frequently  interpreted  with  great  specificity  by 
Federal  staff.   As  a  result,  State  program  administrators  often  feel 
they  have  very  little  authority  in  working  out  efficient  and  reason- 
able approaches  to  program  management,  yet  they  have  tremendous  re- 
sponsibility. * 


♦Chapter  4,  pp.  2-38,  98-100. 
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Analysis  of  the  Reform 
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This  reform  would  transfer  to  the  States  maximum  authority  to 
implement  a  Medicaid-only  program  as  they  see  fit.   Minimal  Federal 
requirements  would  focus  on  protecting  the  rights  of  applicants  and 
recipients  and  ensuring  due  process.   However,  States  would  make 
their  own  decisions  on  accounting  periods,  verification  procedures, 
spend-down  implementation,  etc. 

The  major  impact  of  this  reform  would  be  to  improve  the  admin- 
istrative efficiency  of  the  non-cash  assistance  Medicaid  program. 
With  this  reform,  States  would  have  the  flexibility  to  adopt  what- 
ever administrative  procedures  they  needed  to  implement  their 
programs.   How  to  set  up  spend-down,  the  extent  of  verification 
procedures,  the  accounting  periods  used,  how  to  define  and  look 
at  income  and  resources — all  these  types  of  administrative  poli- 
cies would  be  State  decisions.   Such  an  approach  should  substan- 
tially increase  the  ability  of  States  to  manage  their  programs 
efficiently.   States  would  also  assume,  therefore,  greater  accounta- 
bility for  the  Medicaid  program.   Non-compliance  with  Federal 
policy  should  be  reduced  since  Federal  requirements  would  be 
minimal.   It  is  difficult  to  assess  whether  these  reforms  would 
lead  to  improved  program  coordination,  since  a  separate  eligibil- 
ity determination  system  would  continue. 

There  is  some  chance  that  program  equity  and  incentives 
could  be  adversely  affected  by  decisions  States  would  make  regard- 
ing their  Medicaid-only  administrative  policies;  however,  this  ■ 
seems  unlikely.   The  minimal  Federal  requirements  would  be  de- 
signed to  insure  that  the  rights  of  applicants  and  recipients 
would  be  protected. 
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E.4  Federal  Role 


THE  FEDERAL  ROLE  SHOULD  LARGELY 
BE   TO  MONITOR  STATE  OPERATIONS 

develop  criteria  for  State  plan  approval 

monitor  State  operations  to  insure  that  plans  are  being 
fully  implemented  and  equitably  administered 


Summary  of  Problem 

Given  the  small  number  of  HEW  staff  nationwide  (regional 
and  central  offices)  who  thoroughly  understand  Medicaid  eligi- 
bility requirements  as  well  as  State  operations,  States  feel  it 
is  infeasible  for  the  Federal  government  to  continue  to  attempt 
to  monitor  all  aspects  of  State  eligibility  operations  for  Medi- 
caid.  Even  if  there  were  more  experienced  staff  at  the  Federal 
level,  they  feel  the  Federal  role  has  gotten  out  of  hand.   Medi- 
caid was  meant  to  be  a  joint  program  between  States  and  the 
Federal  government,  yet  States  feel  much  of  the  authority  has 
been  usurped  at  the  Federal  level.   States  are  particularly  con- 
cerned over  the  adversary  relationship  that  has  developed  within 
recent  years  due  to  the  increased  Federal  role  which  has  involved 
specification  in  extreme  detail  of  exact  procedures  States  must 
follow  to  implement  Federal  policies . * 


Analysis  of  the  Reform 


IMPACTS 

Equity 

Incentives 

Administration 

0 

0 

+ 

This  reform  is  designed  to  restrict  the  Federal  role  to  monitor- 
ing State  operations  to  insure  that  overall  Federal  requirements  are 
met.   As  such,  the  reform  would  involve  a  major  change  in  Federal/ 
State  operations  and  relationships . 


♦Chapter  4,  pp.  7-14,  98-100. 
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The  major  impact  of  the  reform  would  be  toward  administrative 
efficiency.   The  Federal  role  would  be  reduced;  however,  adherence 
to  Federal  standards  would  presumably  increase.   Because  Federal  re- 
quirements would  be  limited,  the  overall  quality  of  Federal  monitor- 
ing should  improve,  and  States  should  have  greater  control  over  pro- 
gram administration.   The  need  for  countless  pages  of  regulatory 
interpretation  should  subside.   Staff  time  spent  on  compliance  issues 
at  both  the  State  and  Federal  level  should  be  reduced  and  better 
focused  to  the  most  essential  concerns. 

It  is  not  anticipated  that  this  reduced  Federal  role  would  ad- 
versely affect  equity  or  incentives  for  Medicaid  program  participants, 
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SUMMARY  OF  IMPACTS  OF  PACKAGE  E— 
MAJOR  STATE  FLEXIBILITY  REFORM 


Reform 

Impacts 

Equity 

Incentives 

Administration 

1.  Cash  Assistance  Coverage 

2.  Medicaid-Only  Coverage 

3.  Medicaid-Only 
Administration 

4.  Federal  Role 

++ 
■? 

0 
0 

0 
? 

0 
0 

++ 
? 

+ 
+ 

Probably  the  greatest  overall  impact  of  this  reform  would  be  to 
provide  States  with  considerably  more  cost  control.   However,  it  is 
impossible  to  predict  what  the  impact  would  be  on  equity,  incentives, 
and  administration;  impacts  in  these  areas  would  be  entirely  depen- 
dent on  how  each  State  decided  to  set  up  its  program. 
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GLOSSARY 


GLOSSARY 


ABD  or  Adult: 


Aged,  blind,  and  disabled.   This  term  is 
used  when  the  focus  is  on  categorical  re- 
latedness  and  not  receipt  of  SSI. 


AFDC: 


Aid  to  Families  with  Dependent  Children. 


AFDC-UF: 


Aid  to  Families  with  Dependent  Children  in 
which  there  is  an  unemployed  or  underem- 
ployed father  in  the  home.   This  is  an  op- 
tional State  cash  assistance  and/or  Medicaid 
coverage  group. 


Accounting  period: 


Time  period  over  which  income  is  considered 
in  eligibility  determination. 


CFR: 


Code  of  Federal  Regulations.   It  should  be 
noted  that  effective  October  1,  1977,  the  CFR 
cites  for  Medicaid  eligibility  will  be  changed 
from  Title  45,  Part  248  to  Title  42,  Part  448. 
Therefore,  45  CFR  248.1  will  become  4_2  CFR 
448.1. 


Categorically 
needy  (CN) : 


Persons  eligible  for  Medicaid  because  of 
eligibility  for  cash  assistance. 


Eligibility 
period: 


Length  of  time  before  a  redetermination  of 
eligibility  is  due. 


FFP: 


Federal  financial  participation  or  matching 
to  States . 


Filing  unit: 


Family  members  whose  needs  are  considered 
jointly  in  an  application  for  cash  and/or 
medical  assistance. 


Horizontal  equity: 


The  concept  that  persons  in  similar  circum- 
stances should  be  treated  similarly. 


MA-21: 


Medical  Assistance  to  children  under  age 
twenty-one   in  low-income   families.      This  is 
an  optional  State  Medicaid  coverage   group. 


MMIS 


Medicaid  Management  Information  System. 


Medicaid  cap 


The  ceiling  set  by  Federal  law  on  the  amount 
of  income  an  aged,  blind,  or  disabled  person 
can  have  and  still  qualify  for  Medicaid  as  a 
categorically  needy  Medicaid  recipient.  As 
of  July  1,  1977,  this  amount  was  $533.40  per 
month,  or  300%  of  the  Federal  SSI  payment 
standard. 


Medically 
Needy  (MN) 


Persons  eligible  for  Medicaid  but  ineligible 
for  cash  assistance  because  their  income 
and/or  resources  are  too  high. 


NCSS 


National  Center  for  Social  Statistics,  DHEW. 


Rateable 
reduction : 


A  percentage  applied  to  either  the  budget 
deficit  or  to  the  need  standard  to  determine 
the  amount  of  money  payment  by  States  which 
do  not  meet  full  need  for  AFDC. 


SSI 


Supplemental  Security  Income  Program. 


SSP  or  OSS : 


State  supplement  payment  (also  called  op- 
tional State  supplement)  to  the  basic  SSI 
grant. 


Spend- down: 


The  process  whereby  categorically-related 
persons  whose  income  exceeds  the  medically 
needy  level  may  become  eligible  for  Medicaid 
if  their  medical  expenses  are  high  enough. 
To  spend-down,  an  applicant  must  incur  medi- 
cal expenses  at  least  equal  to  the  amount  by 
which  his/her  income  exceeds  the  medically 
needy  level. 


Target  efficiency 


The  concept  that  scarce  resources  should  be 
targeted  on  those  most  in  need. 


Title  II  or  OASDI: 


Old  Age,  Survivors,  and  Disability  Insurance 
Program,  more  commonly  referred  to  as  the 
Social  Security  Program. 


Vertical  equity: 


The  concept  that  persons  and  families  who 
earn  more  should  end  up  with  a  greater  total 
income  than  those  who  earn  less. 


Work  incentive 


The  concept  that  those  persons  who  are  able 
to  work  should  have  a  strong  incentive  to 
do  so. 


16  34  States: 


States  in  which  all  SSI  recipients  are  auto- 
matically eligible  for  Medicaid;  a  separate 
application  is  not  necessary.   Eligibility 
is  determined  by  the  Social  Security  Admin- 
istration. 


Title  XVI  States :    States  in  which  all  SSI  recipients  are  eli- 
gible for  Medicaid;  however,  they  have  to 
file  a  separate  application  with  the  State 
Medicaid  agency. 

209(b)  States;      States  in  which  all  aged,  blind,  and  disabled 

persons  have  to  meet  more  restrictive  State 
standards  in  order  to  be  eligible  for  Medi- 
caid and  must  file  a  separate  application 
with  the  State  Medicaid  agency.   However,  SSI 
income  has  to  be  disregarded  in  the  deter- 
mination of  available  income.   Also,  all 
adult  Medicaid  applicants  must  be  allowed  to 
spend  down  regardless  of  whether  or  not  the 
State  has  a  medically  needy  program. 


METHODOLOGY  FOR  STATE  VISITS 


METHODOLOGY  FOR  STATE  VISITS 

A  major  objective  of  the  Review  of  Medicaid  Eligibility 
was  to  gather  input  on  program  reform  from  State  Medicaid  staff. 
This  objective  was  accomplished  by  interviewing  a  wide  variety  of 
individuals  in  State  Title  XIX  agencies  in  both  State  and  local  of- 
fices.  The  thrust  of  the  interviews  was  problem-oriented;  they  were 
directed  to  the  insights  and  recommendations  of  State  program  staff— 
those  persons  who  run  the  Medicaid  program  day-to-day  and  are  well- 
acquainted  with  its  inequities  and  difficulties.   The  results  of 
interviews  in  each  study  State  were  issue-oriented  reports  which 
summarized  input  of  State  Medicaid  staff.   This  discussion  describes 
how  the  site  visit  interviews  were  conducted  and  how  the  reports 
were  drafted. 

The  study  was  conducted  in  nine  States:   Alabama,  Illinois, 
Missouri,  New  York,  North  Dakota,  Oklahoma,  Oregon,  West  Virginia, 
and  Wisconsin.   The  choice  of  study  sites  was  made  to  represent  the 
national  variance  on  State  program  and  policy  characteristics  which 
are  relevant  to  Medicaid  eligibility.   In  selecting  the  potential 
study  sites,  USR&E  reviewed  all  State  programs,  tabulating  their 
characteristics  on  a  summary  matrix  (Exhibit  I)  containing  three 
key  variables:   cost  of  the  Title  XIX  program,  source  of  eligibility 
determination  for  SSI  recipients,  and  extent  of  State  eligibility 
coverage.   A  selection  of  nine  candidate  States  was  made,  based  on 
the  distribution  of  States  in  the  summary  matrix.   Other  criteria 
were  considered  but  were  deemed  to  be  of  secondary  importance. 

Screening  visits  were  made  to  potential  study  sites  in  order 
to  explain  the  objectives  and  scope  of  the  Eligibility  Study.  It 
was  explained  that  participation  by  States  was  voluntary. 
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Each  study  State  was  visited  by  two  USR&E  staff  members  for  four 
to  five  days.   The  length  of  the  visit  depended  upon  the  extensive- 
ness  and  complexity  of  each  State's  Medicaid  program.   For  example, 
States  with  a  medically  needy  program  generally  involved  a  longer 
stay  than  States  which  offer  only  categorically  needy  coverage ; 
there  was  a  wider  range  of  problems  to  be  discussed  with  those  States. 
The  overall  structure  of  the  interview  process  was  replicated  in  each 
State  visited. 

A.   The  Interview  Approach 

Use  of  Issue-Oriented  Discussion  Sessions 

Field  visits  to  each  State  were  set  up  around  a  series  of 
topical  discussion  sessions.   Prior  to  each  site  visit,  USR&E 
sent  an  outline  of  the  planned  interview  format  to  the  primary 
contact,  or  liaison,  in  the  State  office.   According  to  the 
format,  topical  discussions  were  scheduled  by  half-day  sessions. 
On  the  basis  of  this  topical  format,  the  State  liaison  was  re- 
quested to  invite  staff  members  he/she  thought  would  have  a  sig- 
nificant contribution  to  make  to  the  various  discussion  areas. 
USR&E  suggested  potential  respondents  for  each  session,  but  the 
final  decision  was  left  to  each  State. 

In  using  topical  discussion  sessions,  we  sought  to  maximize 
efficiency  in  the  interviewing  process.   In  advance,  study  parti- 
cipants were  given  a  sense  of  what  was  coming  and  could  prepare 
accordingly.   Thus,  the  potential  for  receiving  efficient  respon- 
ses was  increased.   Further,  this  approach  provided  greater  assur- 
ance that  the  staff  members  assembled  for  each  interview  session 
would  be  those  most  conversant  with  the  kinds  of  issues  at  hand. 
Lastly ,  the  group  interview  process  provided  a  means  by  which  to 
uncover  and  explore  differences  of  opinion  among  staff. 


Organizing  the  Topics  for  Discussion 

Selecting  the  topics  and  grouping  them  in  a  reasonable  manner 
was,  of  course,  critical,  given  the  range  of  issues  and  problems 
which  needed  to  be  covered.   Much  debate  went  into  development  of  the 
overall  schedule. 

Very  broadly,  the  schedule  which  was  used  for  the  State  office 
visit  included  four  topical  areas:   (1)  program  basics  (i.e.,  basic 
eligibility  policies) ;  (2)  SSI/Medicaid  interface;  (3)  administrative 
issues;  (4)  systems  capability  and  cost  estimation  data.   The  local 
office  interview  was  conducted  as  an  open-ended  discussion  of  day-to- 
day problems  with  Medicaid  eligibility. 

In  States  where  the  interviewing  process  spanned  five  days , 
it  was  decided  to  cover  broad  policy  issues  in  eligibility  reform 
first  and  to  move  into  more  specific  policy  issues  later. 
Specific  issues  raised  in  the  morning  of  this  first  day  were 
categorical-relatedness ,  the  tie  of  Medicaid  to  the  cash  assis- 
tance programs,  appropriate  financial  standards,  and  eligibility- 
related  national  health  insurance  issues.   The  afternoon  session 
of  the  first  day  delved  into  more  specific  policy  questions  such 
as  how  spend-down  is  working,  how  third-party  liability  is 
treated,  etc.   Informants  for  this  first  day's  sessions  generally 
included  top-level  policy  staff  and  eligibility  specialists. 

The  entire  second  day  was  devoted  to  discussing  SSI/Medicaid 
interface.  The  morning  session  on  this  day  raised  policy  issues, 
while  the  afternoon  session  focused  on  problems  of  administrative 
coordination  including  SDX- related  issues  and  referrals.  Infor- 
mants for  these  two  sessions  most  often  included  an  SSI  special- 
ist^), medical  assistance  policies  and  procedures  staff  members, 
and  sometimes  a  long-term  care  specialist. 

The  morning  session  of  the  third  day  was  directed  to  admin- 
istrative and  operational  problems  with  the  current  Medicaid 
eligibility  system.   Respondents  for  this  session  were  usually  SSI 
specialists,  AFDC  specialists,  Medicaid  Eligibility  Quality  Con- 
trol staff,  and  training  staff. 


A  session  to  discuss  the  State's  systems  capabilities  and 
cost  estimation  approach  was  held  on  the  afternoon  of  the  third 
day.   Generally,  a  senior  medical  assistance  staff  person  and 
systems  division  staff  were  present  for  this  discussion. 

The  fourth  day  was  spent  in  two  local  offices  where  discus- 
sions were  held  with  eligibility  workers  and  supervisors.   Gener- 
ally, these  interviews  focussed  on  day-to-day  problems  in  adminis- 
tering Medicaid  eligibility. 

Finally,  the  fifth  day  consisted  of  a  meeting  with  the  par- 
allel State  SSA  office  to  get  their  perspective  on  SSI/Mediciad 
relations  and  an  exit  interview  with  the  study  liaison. 

In  States  where  the  visit  was  shorter  than  five  days,  the 
schedule  of  discussion  sessions  was  compacted,  but  the  major 
topical  areas  were  the  same. 

All  interviewing  was  unstructured  and  informal.  The  inter- 
viewers used  a  topical  outline  as  an  interview  guide.  One  USR&E 
team  member  directed  the  interview,  while  the  other  person  acted 
as  recorder. 

B.   State  Preparation 

To  adequately  prepare  each  State  for  the  study  visit,  parti- 
cularly with  the  issue-oriented  approach,  considerable  work  went 
into  the  pre-visit  planning.   Two  packages  were  sent  ahead  to  each 
State  prior  to  the  field  team  visit.   These  packages  were  designed 
to  give  State  staff  an  idea  of  what  we  would  be  expecting  of  them 
and  to  guide  them  in  preparing  for  our  visit. 

The  first  package  contained  a  general  overview  of  study  plans 
along  with  a  detailed  day-by-day  schedule.   It  also  provided  each 
State  a  list  of  counties  from  which  to  select  two  as  local  sites 
for  the  study.   The  second  package  was  specifically  addressed  to 
the  topic  of  cost  estimation.   It  outlined  statistical  information 
and  estimates  which  we  wished  for  the  State  to  prepare  prior  to 
our  visit. 

After  sending  these  preparatory  packages  to  the  study  sites , 
we  were  regularly  in  touch  by  telephone  with  the  study  liaisons  in 


each  State  to  explain  any  parts  of  the  packages  which  were  un- 
clear. 

C.   Products  of  Site  Visits 


Subsequent  to  each  site  visit,  the  USR&E  project  teams  wrote 
a  draft  report  summarizing  the  State's  input  on  Medicaid  eligi- 
bility reform.   These  reports  followed  the  topical  format  followed 
in  the  State  visits.   The  reports  discussed  the  discreet  issue 
areas  and,  for  each  area,  the  State's  recommendations  were  pre- 
sented. 

Drafts  of  these  reports  were  sent  to  the  study  States  solic- 
iting their  comments  and  any  necessary  corrections.   These  were 
incorporated  into  the  reports,  and  a  final  version  of  each  was 
sent  to  the  central  and  regional  offices  of  DHEW. 
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